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Report of Council and Board of Directors

Dear Shareholders, Customers and Business Partners

2017 marks the J5anniversary of Rietumu Bank and during the firslf lnf 2017 the Rietumu Bank
Group continued to successfully develop its openati The Group’s revenues are diversified between
interest and commission and despite the low intasge environment the Group continued to operate
very efficiently.

Quiality and Individual approach

The Group specializes on servicing corporate custsrand high net worth individuals. The Group has
extensive experience in the EU and CIS countrieswaderstands the business environments in both
Western and Eastern Europe. The Group focusegger lprivately owned businesses to which offers a
broad range of products. By maintaining close odntia our clients through our extensive network of
representative offices, we have continued to sstelyg cooperate with our customers. The Bank
employs the latest technologies in developing nesdyicts our emphasis has always been on employing
the latest technologies.

The Bank follows a conservative lending policy whiffering innovative and individually tailored
products that suit the requirements of each indafidcustomer the best. The Bank focuses the
development of its international lending businesaéw lending markets such as Ireland and the Wnite
Kingdom. Other non-banking subsidiaries in the @romclude leasing and consumer finance
companies, repossessed real estate and other @spedscollateral maintenance companies and asset
management. It is the Bank’s strategy as much asilgle to fully integrate its subsidiaries into the
Bank’'s management and control systems.

Financial review

The Group closed first half of 2017 with after farofit attributable to the Bank’s shareholders offE
6,6 million. Income distribution was well diversiti across the business units of the Group. Duhiag
first half of 2017 the Bank had to make a signfficarovision for litigation and fines of EUR 20 tioh
for potential fines in France.

As at 30 June 2017 the Group’s total assets wer@ Bl242 million. This represents a decrease of
6.68% compared to 2016 and this slow-down is dubdageneral economic situation in the region we
operate in as well as the Bank purposefully chamgie focus on larger customers resulting in tiss lo
of some smaller customers. 60% of the Bank’s assetsnvested in liquidity management portfolios
with 19% of this invested in short term money mankacement with large mainly European banks.
During the first half of 2017 loans and receivaldes from customers decreased by 6.8% to EUR 974
million. The decrease was due to the Bank contionaif the downsizing its CIS portfolio. Loans and
receivables due from customers represent 30% alf assets and since 2010 this ratio has not exdeede
45%.

The funding sources of the Group remained unchangélat the Group finances its activity through
current accounts and deposits due to customerstaréholders’ equity. Current accounts and deposits
due to customers were EUR 2,510 million decrease8l.5% compared to 2016. The fall in deposits
was due to the general economic environment arefagusing of the Bank customer base to larger
customers. The Group total shareholders’ equity EdR 480 million as of 30 June 2017 representing a
2.8% decrease from 2016. The Group total capitetjaacy ratio was 22.74% (2016: 22.36%) forming
the basis for maintaining financial stability amdgth in the Group for more than 20 years.

The first 6 months of our 35anniversary year presented many new opporturtiti¢se Bank and we
believe that the remainder of the year will alsoverto be very successful. We owe our successrto ou
customers and business partners and the trughthahave placed in us.



Financial results of the Group

At period end

(EUR ’'000)

Total assets

Loans and receivables
due from customers
Current accounts and
deposits due to
customers

Total shareholder’s
equity

For the period

(EUR "000)

Net profit before income
tax

Net profit after tax

Net interest income

Net fee and commission
income

Capital adequacy ratio

Financial results of the Bank

30 June 2017 31 December
(6 months)

At period end

(EUR '000)

Total assets

Loans and receivables
due from customers
Current accounts and
deposits due to
customers

Total shareholders’
equity

For the period

(EUR '000)

Profit before income tax
Profit for the period

Net interest income

Net fee and commission
income

Capital adequacy ratio

30 June 2017 31 December
(6 months)

3,241,516

974,081

2,509,837

480,145

10,825
6,570
34,337

17,056

22.7%

3,232,596

1,047,958

2,530,871

461,726

11,564

7,718
29,794

16,796

23%

2016

3,473,590

1,044,920

2,742,726

493,874

88,748
82,337
78,355

41,095

22.4%

2016

3,465,604

1,116,873

2,767,739

471,546

86,509

80,300
69,449

40,829

22.6%

30 June 2016 31 December
(6 months)

3,599,227

1,024,737

2,884,668

464,363

56,062
53,230
39,014

20,299

19.9%

30 June 2016 31 December
(6 months)

3,594,833

1,077,979

2,912,301

442,513

54,145

51,294
34,147

20,161

20.3%
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2015

3,794,153

1,101,772

3,203,992

456,869

81,176
70,043
83,158

44,124

19.2%

2015

3,785,76

1,151,789

3,231,558

432,841

81,940
72,179
76,330

43,684

19.4%

30 June 2015
(6 months)

3,630,036

1,102,137

3,165,111

376,747

41,315
35,894
40,865

20,943

18.7%

30 June 2015
(6 months)

3,629,119

1,153,662

3,189,229

362,382

43,029

37,617
57%7,

20,807

19.0%
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Statement of management responsibility

The management of the AS Rietumu Banka (the Baskjesponsible for the preparation of the
condensed consolidated interim financial statemehtise Bank and its subsidiaries (the Group) a we
as for the preparation of the condensed interiranfiial statements of the Bank. The condensed Group
consolidated and Bank’s separate interim finanstialements are prepared in accordance with IAS 34
Interim Financial Reportingon a going concern basis. Appropriate accountialicies have been
applied on a consistent basis. Prudent and redsopmlgments and estimates have been made by the
management in the preparation of the condenseathirfieancial statements.

The condensed Group consolidated and Bank’s sepatatim financial statements on pages 6 - 64 are
prepared in accordance with the source documentpsent the financial position of the Group and
the Bank as at 30 June 2017 and the results pkifermance and cash flows for the six month period
ended 30 June 2017.

The management of the Bank is responsible for thentenance of proper accounting records, the
safeguarding of the Group’s and the Bank’s asgalstlae prevention and detection of fraud and other
irregularities. The management is also respongdrli®perating the Bank in compliance with the Law

on Credit Institutions, the regulations of the Fidal and Capital Markets Commission, and other
legislation of the Republic of Latvia applicabled®dit institutions.
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CONDENSED INTERIM BANK SEPARATE AND GROUP CONSOLIDATED INCOME STATEMENT

6 month period ended 6 month period ended
30 June 2017 30 June 2016
’000 EUR ’000 EUR ’000 EUR ’000 EUR

Note Group Bank Group Bank
Interest income 7 46,067 40,605 52,169 47,024
Interest expense 7 (11,730) (10,811) (13,155) (12,877)
Net interest income 34,337 29,794 39,014 34,147
Fee and commission income 8 35,449 35,035 33,499 33,305
Fee and commission expense 9 (18,393) (18,239) (13,200) (13,144)
Net fee and commission income 17,056 16,796 20,299 20,161
Net gain on financial instruments at fair
value through profit or loss 509 3D 1,132 15
Net foreign exchange gain 9,842 10,968 10,984 10,750
Net realised gain on available-for-sale
assets 10 21 54 31,137 31,137
Share of loss of equity accounted investees
(net of income tax) (1) - (12) -
Other income/(expense) 11 7,006 3,532 3,873 2,154
Operating Income 68,770 61,113 106,427 98,364
Impairment losses 12 (2,162) (3,411) (14,508) (15,882)
General administrative expenses 13 (55,783) (46,138) (35,857) (28,337)
Profit before income tax 10,825 11,564 56,062 54,145
Income tax expense 14a,b (4,255) (3,846) (2,832) (2,851)
Profit for the period 6,570 7,718 53,230 51,294
Attributable to:

Equity holders of the Bank 6,113 52,747
Non-controlling interest 457 483

The accompanying notes on pages 16 to 64 are an integral part of the condensed interim Bank separate
and Group consolidated financial statements.

The condensed interim Bank separate and Group consolidated financial statements as set out on pages 6
to 64 are authorised on 31 August 2017 by:

—~1 N
[ /

LN ,

/ Vi
Chairman of the Board Member bffhe Board
Alexander Pankov Rolf Paul Fuls
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CONDENSED INTERIM BANK SEPARATE AND GROUP CONSOLIDATED STATEMENT
OF OTHER COMPREHENSIVE INCOME

6 month period ended 6 month period ended

30 June 2017 30 June 2016
’000 EUR °000 EUR °000 EUR °’000 EUR

Note Group Bank Group Bank
Profit for the period 6,570 7,718 53,230 51,294
Items that are or may be reclassified to profit
or loss
Foreign currency translation differences for
foreign operations 1,442 - (2,028) -
Net change in other reserves (1) - - -
Available-for-sale financial assets — net
change in fair value 1,332 1,528 (20,705) (20,151)
Related tax l4c (145) (205) (519) (519)
Other comprehensive income for the period 2,628 1,323 (23,252) (20,670)
Total comprehensive income for the period 9,198 9,041 29,978 30,624
Attributable to:
Equity holders of the Group 8,741 29,495
Non-controlling interest 457 483

The accompanying notes on pages 16 to 64 are an integral part of the condensed interim Bank separate
and Group consolidated financial statements.

The condensed interim Bank separate and Group consolidated financial statements as set out on pages 6
to 64 are authorised on 31 August 2017 by:

// / /

- £ 5 |
Chairman of the Board Membé¢ /0 the Board
Alexander Pankov Rolf Paul Ful
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CONDENSED INTERIM BANK SEPARATE AND GROUP CONSOLIDATED

STATEMENT OF FINANCIAL POSITION

Note

ASSETS
Cash and balances with the central bank 15
Financial instruments at fair value

through profit or loss 16
Loans and receivables due from banks 17
Loans and receivables due from

customers 18
Reverse repo 33
Available-for-sale assets 19
Non-current assets held for sale

Held-to-maturity investments 20
Investments in subsidiaries 21
Equity accounted investees 34
Investment property 24
Property and equipment 22
Intangible assets 23

Current tax asset
Deferred tax asset
Other assets 25

Total Assets

30 June 2017 30 June 2017
’000 EUR ’000 EUR

31 Dec 2016 31 Dec 2016
’000 EUR ’000 EUR

Group Bank Group Bank
776,570 776,516 836,961 836,920
15,630 813 17,052 1,333
530,339 529,774 522,424 521,721
974,081 1,047,958 1,044,920 1,116,873
85,572 85,572 93,435 93,435
387,627 428,266 467,584 510,978
146 - 124 -
295,972 293,030 319,574 315,848
- 27,319 - 28,381

6 - 7 -
90,235 10,640 91,299 10,687
45,002 8,046 45,488 7,943
3,251 2,347 4,602 2,822
2,433 2,039 6,064 5,699
207 - 259 -
34,445 20,276 23,797 12,964

3,241,516 3,232,596

3,473,590 3,465,604

The accompanying notes on pages 16 to 64 are an integral part of the condensed interim Bank separate

and Group consolidated financial statements.

The condensed interim Bank separate and Group consolidated financial statements as set out on pages 6 to

64 are authorised on 31 August 2017 by:

...
Chairman of the Board
Alexander Pankov

Member pf the/Board
Rolf Paul Fulg
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CONDENSED INTERIM BANK SEPARATE AND GROUP CONSOLIDATED
STATEMENT OF FINANCIAL POSITION

30 June 2017 30 June 2017 31 Dec 2016 31 Dec 2016

Note ’000 EUR ’000 EUR ’000 EUR ’000 EUR
Group Bank Group Bank
LIABILITIES AND
SHAREHOLDERS’ EQUITY
Financial instruments at fair value
through profit or loss 16 144 144 442 442
Due to Bank of Latvia 120,000 120,000 120,000 120,000
Deposits and balances due to banks 26 30,146 29,903 34,096 33,957
Current accounts and deposits due to
customers 27 2,509,837 2,530,871 2,742,726 2,767,739
Issued debt securities 28 55,037 55,104 57,809 57,985
Provisions 32 20,000 20,000 - -
Current tax liability 212 - 222 -
Deferred tax liability 3,263 1,171 3,110 933
Other liabilities and accruals 29 22,732 13,677 21,311 13,002
Total Liabilities 2,761,371 2,770,870 2,979,716 2,994,058
Share capital 30 168,916 168,916 168,916 168,916
Share premium 30 52,543 52,543 52,543 52,543
Revaluation reserve 1,330 - 1,340 -
Fair value reserve 2,992 6,057 1,805 4,734
Currency translation reserve (1,629) - (3,071) -
Other reserves 105 23 106 23
Retained earnings 244,779 234,187 257,517 245,330
Total Equity Attributable to:
Equity Holders of the Bank 469,036 461,726 479,156 471,546
Non-controlling Interest 11,109 - 14,718 -
Total Shareholders’ Equity 480,145 461,726 493,874 471,546
Total Liabilities and Shareholders’
Equity 3,241,516 3,232,596 3,473,590 3,465,604

The accompanying notes on pages 16 to 64 are an integral part of the condensed interim Bank separate
and Group consolidated financial statements.

The condensed interim Bank separate and Group consolidated financial statements as set out on pages 6 to
64 are authorised on 31 August 2017 by:

~—
i - ,
™ o L
Chairman of the Board Membey ofth¢ Board
Alexander Pankov Rolf Fulé
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CONDENSED INTERIM BA NK SEPARATE AND GROUP CONSOLIDATED

STATEMENT OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before income tax

Amortization and depreciation

(Gain) from sale of investment property

Revaluation of property, plant and equipment
Revaluation of investment property

Share of loss of equity accounted investees

(Gain)/ losses on disposal of property and equipment
Loss on sale of subsidiary

Increase of provisions

Impairment losses

Increase in cash and cash equivalents before charsge
assets and liabilities, as a result of ordinary opations
Deaease in financial instruments at fair value thitopgofit or
loss

(Increase)/ decrease in loans and receivablesrdoeldfanks —
term deposits

(Increase)/ decrease in loans and receivables dustomers
(Increase)/ decrease in receivable under revepsgaiease
agreements

(Increase)/ decrease in available-for-sale assets
(Increase) in other assets

Increase/ (decrease) in derivative liabilities

Increase / (decrease) in term deposit depositsadbanks
(Decrease) in current accounts and deposits frotoess
(Increase)/ decrease in non-current assets hekhfer
Increase in amounts payable under repurchase agneem
Increase in other liabilities and accruals
Increase/(Decrease) in cash and cash equivalentsiin
operating activities before corporate income tax

Corporate income tax paid

Net cash and cash equivalents from operating actiwés

CASH FLOW FROM INVESTING ACTIVITIES
Purchase of property and equipment and intangideta

Proceeds from sale of property and equipment amef @issets

(Increase)/ decrease in Investment property
(Increase) in equity investments in other entitied
acquisition of subsidiaries

Consideration paid for acquisition of subsidiaries
(Increase)/ decrease in held-to-maturity finanagsets
Sale of non-controlling interest

Proceeds from sale of subsidiary

Acquisition of Investment property
Cash and cash equivalents used in / from investing
activities

The accompanying notes on pages 16 to 64 are egrahtpart of the condensed interim Bank separate

and Group financial statements.

6 month period ended
30 June 2017

6 month period ended
30 June 2016

Note '000 EUR '000 EUR ’'000 EUR '000 EUR
Group Bank Group Bank
10,825 11,564 56,062 54,145
22,23 2,248 1,341 24,9 917
(39) - - -
- - 102 -
349 - 1,524 -
1 - 46 -
(248) - 22 (103)
1,513 760 - -
20,000 20,000 - -
12 2,162 3411 14,508 15,882
36,811 37,076 73,984 70,841
1,422 520 954 122
18,272 18,966 (139,450) (139,450)
69,420 67,863 63,172 60,117
7,863 7,863  (45,536)  (45,536)
81,289 82,379 (102,070) (101,795)
(10,242) (7,812) (2,232) (1,478)
gpr9 (298) 255 255
(182) (286) 141 820
(232,889) (236,868) (319,324) (319,257)
(22) - 46 -
- - 120,000 120,000
1,511 756 6,983 8,477
47,045) (29,922) (343,077) (346,884)
(568) (152) (4,972) 48)9
(27,613) (30,074) (348,049) (350,824)
22,23 (1,533) (973) (1,383) (1,236)
305 4 - -
869 47 - (37)
- - - (6)
- - (10) -
23,602 22,818  (49,265)  (48,957)
(2,890) - (699) -
328 303 - -
- (1,653) -
20,681 22,199 (53,010) (50,236)

10
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CONDENSED INTERIM BANK SEPARATE AND GROUP CONSOLIDATED
STATEMENT OF CASH FLOWS

6 month period 6 month period
ended 30 June 2017 ended 30 June 2016

Note ’000 EUR ’000 EUR ’000 EUR ’000 EUR
Group Bank Group Bank

CASH FLOW FROM FINANCING ACTIVITIES

Decrease in other reserves (1) - - -
Issued debt securities - - - (707)
Interest on issued debt securities 28 (2,772) (2,881) - (707)
Dividends paid (20,037) (18,861) (21,785) (20,952)
Other borrowed funds - - 294 -
Cash and cash equivalents from financing activities (22,810) (21,742) (21,491) (21,659)
Net cash flow for the period (29,742) (29,617) (422,550) (422,719)
Cash and cash equivalents at the beginning of the period 1,306,828 1,306,084 1,651,735 1,651,276
Cash and cash equivalents at the end of the period 15 1,277,086 1,276,467 1,229,185 1,228,557

The accompanying notes on pages 16 to 64 are an integral part of the condensed interim Bank separate
and Group consolidated financial statements.

The condensed interim Bank separate and Group consolidated financial statements as set out on pages 6 to
64 are authorised on 31 August 2017 by:

/ il . ) ) L

Nt e
= - /:“ /
Chairman of the Board Membér of the Board

Alexander Pankov Rolf P Fuls//

/
f

11



CONDENSED INTERIM BANK’S SEPARATE

STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

Rietumu Banka AS
Condensed Interim Bank Separate and Group Consolidated Financial Statements
for the six month period ended 30 June 2017

Share Share Revaluation Fair value Other Retained Total
capital premium reserve reserve reserves earnings equity
’000 EUR ’000 EUR ’000 EUR  ’000 EUR ’000 EUR ’000 EUR °’000 EUR
Balance at 1 January 2016 168,916 52,543 - 25,377 23 185,982 432,841
Total comprehensive income
Profit for the period - - - - - 51,294 51,294
Other comprehensive income - - - (20,670) - - (20,670)
Transactions with shareholders recorded directly in equity
Dividends paid - - - - - (20,952) (20,952)
Balance at 30 June 2016 168,916 52,543 - 4,707 23 216,324 442,513
Total comprehensive income
Profit for the period = - - - - 29,006 29,006
Other comprehensive income - - - 27 - - 27
Balance at 31 December 2016 168,916 52,543 - 4,734 23 245330 471,546
Total comprehensive income
Profit for the period - - - - - 7,718 7,718
Other comprehensive income - - - 1,323 - 1,323
Transactions with shareholders recorded directly in equity
Dividends paid - - - - - (18,861) (18,861)
Balance at 30 June 2017 168,916 52,543 - 6,057 23 234,187 461,726

The accompanying notes on pages 16 to 64 are an integral part of the condensed interim Bank separate

and Group consolidated financial statements.

The condensed interim Bank separate and Group consolidated financial statements as set out on pages 6 to

64 are authorised on 31 August 2017 by:

|

Chairman of the Board
Alexander Pankov

12

/}

/

Member
Rolf Paul Fuls

of thé Board
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CONDENSED INTERIM GROUP CONSOLIDATED
STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

Attributable to Equity Holders of the Bank

Foreign
currency Non-
Share Share Revaluation Fair value translation  Other Retained controlling Total

capital premium reserve reserve reserve reserves earnings Total interest Equity

‘000 EUR 000 EUR '000 EUR '000 EUR '000 EUR ’000 EUR ‘000 EUR '000 EUR '000 EUR '000 EUR
Balance at 1 January 2016 168,916 52,543 1,364 23,252 (1,517) 106 198,357 443,021 13,848 456,869
Transactions with shareholders recorded directly in equity
Dividends paid - - - - - - (20,952) (20,952) - (20,952)
Transactions with non controlling interest
Transaction with third parties
related to units of funds
controlled by the Group - - - - - - - - (699) (699)
Dividends paid to
non-controlling interest - - - - - - - - (833) (833)
Total comprehensive income
Profit for the period - - - - - - 52,747 52,747 483 53,230
Other comprehensive income - - - (21,224) (2,028) - - (23,252) - (23,252)
Other
Depreciation of revalued
property - - (10) - - - 10 - - -
Balance at 30 June 2016 168,916 52,543 1,354 2,028 (3,545) 106 230,162 451,564 12,799 464,363

The accompanying notes on pages 16 to 64 are egrahtpart of the condensed interim Bank separate

and Group consolidated financial statements.

13



CONDENSED INTERIM GROUP CONSOLIDATED

STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

Balance at 30 June 2016

Transactions with non controlling interest

Transactions with third
parties related to units of
funds controlled by the
Group

Total comprehensive income

Profit for the current period
Other comprehensive
income

Other

Depreciation of revalued
property

Balance at 31 December
2016

Rietumu Banka AS

Condensed I nterim Bank Separate and Group Consolidated Financial Statements

for the six month period ended 30 June 2017

Attributable to Equity Holders of the Bank

Foreign
currency Non-
Share Share Revaluation Fair value translation  Other Retained controlling Total
capital premium reserve reserve reserve  reserves  earnings Total interest Equity
'000 EUR '000 EUR '000 EUR '000 EUR '000 EUR '000 EUR '000 EUR '000 EUR '000 EUR '000 EUR
168,916 52,543 1,354 2,028 (3,545) 106 230,162 451,564 12,799 464,363
- - - - - - - - 153 153
- - - - - - 27,341 27,341 1,766 29,107
- - - (223) 474 - - 251 - 251
- - (14) - - - 14 - - -
168,916 52,543 1,340 1,805 (3,071) 106 257,517 479,156 14,718 493,874

The accompanying notes on pages 16 to 64 are egrahtpart of the condensed interim Bank separate
and Group consolidated financial statements.

14
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CONDENSED INTERIM GROUP CONSOLIDATED
STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

Attributable to Equity Holders of the Bank

Foreign
Fair currency Non-
Share Share Revaluation  value translation Other Retained controlling Total
capital  premium reserve reserve reserve reserves earnings Total interest equity

’000 EUR ’000 EUR ’000 EUR ’000 EUR ‘000 EUR ’000 EUR °000 EUR ‘000 EUR ‘000 EUR ‘000 EUR

Balance at 31 December

2016 168,916 52,543 1,340 1,805 3,071) 106 257,517 479,156 14,718 493,874
Transactions with shareholders recorded directly in equity
Dividends paid - - - - - - (18,861)  (18,861) - (18,861)

Transactions with non controlling interest

Transaction with third parties

related to units of funds

controlled by the Group - - - - - - - - (2,890) (2,890)
Dividends paid to non-

controlling interest - - - - - - - - (1,176) (1,176)
Total comprehensive income

Profit for the period - - - - - - 6,113 6,113 457 6,570
Other comprehensive income - - - 1,187 1,442 (1) - 2,628 - 2,628
Other

Depreciation of revalued

property - - (10) - - - 10 - - -
Balance at 30 June 2017 168,916 52,543 1,330 2,992 (1,629) 105 244,779 469,036 11,109 480,145

The accompanying notes on pages 16 to 64 are an integral part of the condensed interim Bank separate
and Group consolidated financial statements.

The condensed interim Bank separate and Group consolidated financial statements as set out on pages 6
to 64 are authorised on 31 August 2017 by:

7~ & /

'8 o ‘ /I
Chairman of the Board Me y‘r of th7é Board
Alexander Pankov R}I aul Fuls

15



Rietumu Banka AS
Condensed I nterim Bank Separate and Group Consolidated Financial Statements
for the six month period ended 30 June 2017

1 Background

These condensed interim separate and consolidatescial statements include the financial
statements of JSC “Rietumu Banka” (the “Bank”) atsdsubsidiaries (together referred to as the
“Group”). There have been no significant changeSrioup structure since 31 December 2016.

JSC “Rietumu Banka” was established in the Reputflitatvia as a joint stock company and was
granted its general banking licence in 1992.

The principal activities of the Bank are depodkirtg and customer accounts maintenance, lending and
iIssuing guarantees, cash and settlement operatiods operations with securities and foreign
exchange. The activities of the Bank are regulbiethe Bank of Latvia and the Financial and Capital
Market Commission (“FCMC”) of the Republic of Ladvi

The registered address of the Bank’s head offidéegetas Street 7, Riga, Latvia.
2 Basis of preparation

(a) Statement of compliance

These condensed interim separate and consolidataadcfal statements (the “financial statements”)
are prepared in accordance with International FrrReporting Standard IAS 34 Interim Financial

Reporting. These condensed interim separate arsblidated financial statements do not include all
of the information required for a complete set nh@al financial statements and should be read in
conjunction with the Bank Separate and Group Caa@ld Financial Statements as at and for the
year ended 31 December 2016.

The audited financial statements as at and foryéze ended 31 December 2016 are available at the
Bank’s web sitewww.rietumu.com

The Board approved the condensed interim sepandte@nsolidated financial statements for issue on
31 August 2017. The shareholders have the poweej¢zt the separate and consolidated financial
statements prepared and issued by management amigifth to request that new financial statements
be issued.

(b) Basis of measurement

The condensed interim separate and consolidatedidial statements are prepared on the historical
cost basis except for the following:

- financial instruments at fair value through jirof loss are stated at fair value;

- available-for-sale assets are stated at faueyal

- owner occupied buildings which are stated atled amounts being the fair value at the date of
valuation less accumulated depreciation;

- investment property which is stated at fair ealu

(© Functional and Presentation Currency

These condensed interim separate and consolidatatcial statements are presented in thousands of
euro (EUR 000’s).

The functional currencies of principal subsidiardsthe Bank are EUR except for the subsidiaries
listed below:

RB Securities Ltd. USD (US dollar)
Rietumu Asset Management funds USD (US dollar)
Rietumu Leasing Ltd. BYR (Belarus rouble)
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3 Significant accounting policies

The accounting policies applied by the Bank andGheup in these condensed interim separate and
consolidated financial statements are the saméas® tapplied by the Bank and the Group in their
financial statements as at and for the year endldde@ember 2016.

Taxes on income in the interim periods are accusidg the tax rate that would be applicable to the
expected total annual earnings.

Adoption of new or revised standards and interpretéions

A number of new standards, amendments to standardsinterpretations are effective for annual
periods beginning after 1 January 2017, and hatebeen applied in preparing these consolidated
financial statements. Those which may be relevatihé Group and the Bank are set out below. The
Group and the Bank do not plan to adopt these atdackarly.

() IFRS 9: Financial instruments (effective fomaral periods beginning on or after 1 January 2018)

In July 2014 the International Accounting Standdsdard issued the final version of IFRS 9 Financial
Instruments. IFRS 9 is effective for annual peribdginning on or after 1 January 2018, with early
adoption permitted. The Group currently plans tphaFRS 9 initially on 1 January 2018.

The actual impact of adopting IFRS 9 on the Grogpissolidated financial statements and Bank’s
separate financial statements in 2018 is not knamghcannot be reliably estimated because it will be
dependent on the financial instruments that theu@®@nd the Bank hold and economic conditions at
that time as well as accounting elections and jodiges that it will make in the future. The new
standard will require the Group and the Bank tasetheir accounting processes and internal cantrol
related to reporting financial instruments and éhelsanges are not yet complete. However, the Group
and the Bank are in the process of performing éingireary assessment of the potential impact of
adoption of IFRS 9 based on its positions at 31eDdaer 2016.

IFRS 9 implementation strategy

The Group's IFRS 9 implementation process is g@eetoy a Steering Committee whose members
include representatives from risk, finance, operaiand IT functions. The Steering Committee meets
weekly to challenge key assumptions, approve dewsiand monitor the progress of the
implementation work across the Group, includingleaton of whether the project has sufficient
resources.

The Group and the Bank have completed a prelimimapact assessment and most of the accounting
analysis and has commenced work on the designultidi models, systems, processes and controls.

During the 1st half of 2017 the Group and the Bhake been actively working on implementing the

requirements of IFRS 9 standards. The membersdbtbering Committee have been working on data
classification and measurement issues, acquirifagrivation from the system and estimating possible
impairments. Overall project stages, tasks to bdopeed and time schedule are set under the
supervision of external auditors. Senior managenserggularly being informed about the progress in

order to assure forehanded decision making.

The Group and the Bank have done a preliminary $&&8hg of all the asset portfolios and considers
the challenges of SPPI testing to be of low risknost cases. Generally, there will be no significan
reclassifications of the financial instruments betw IAS 39 and IFRS 9 categories.

The Group and the Bank are planning to use difteapproaches/models to estimate Expected Credit
Loss for different asset types and stages, inciudtimward looking scenarios with macro-economic
factors. It is targeted to use models’ validatiesting on semi-annual basis.

After the launch of IFRS 9, the Group and the Buaiilk continue to assess individually the largest
loans in the portfolio.
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3 Significant accounting policies, continued
Classification and measurement

From classification and measurement perspectiveentdw standard will require all financial assets,
except equity instruments and derivatives, to beessed based on a combination of the entity’s
business model for managing the assets and thenmestts’ contractual cash flow characteristics. The
IAS 39 measurement categories will be replacedHayr value through profit or loss (FVPL), fair
value through other comprehensive income (FVOQtY amortised cost. IFRS 9 will also allow
entities to continue to irrevocably designate insients that qualify for amortised cost or fair \ealu
through OCI instruments as FVPL, if doing so eliatgs or significantly reduces a measurement or
recognition inconsistency. Equity instruments tlaa¢ not held for trading may be irrevocably
designated as FVOCI, with no subsequent reclaatisic of gains or losses to the income statement.

The accounting for financial liabilities will largebe the same as the requirements of IAS 39, éxcep
for the treatment of gains or losses arising frameatity’s own credit risk relating to liabilities
designated as FVPL. Such movements will be predent®CI with no subsequent reclassification to
the income statements, unless an accounting misrraprofit or loss would arise.

Having completed its initial assessment, the Gramughthe Bank have concluded that:

* The majority of loans and advances to banks, l@ausadvances to customers, cash collateral
for reverse repo agreements and balances withdiglainstitutions that are classified as loans
and receivables under IAS 39 are expected to beumed at amortised cost under IFRS 9.

» Financial assets and liabilities held for tradimgl dinancial assets and liabilities designated at
FVPL are expected to continue to be measured at FVP

» The majority of the debt securities classified @ailable for sale under IAS 39 are expected to
be measured at amortised cost or FVOCI. Some s$iesyrhowever, will be classified as
FVPL, either because of their contractual cash fldvaracteristics or the business model
within which they are held.

« Debt securities classified as held to maturity arpected to continue to be measured at
amortised cost.

Impairment of financial assets

IFRS 9 will also fundamentally change the loan loepairment methodology. The standard will
replace IAS 39's incurred loss approach with a foMooking expected credit loss (ECL) approach.
The group and the Bank will be required to recandalowance for expected loss for all loans and
other debt financial assets not held at FVPL, togewith loan commitments and financial guarantee
contracts. The allowance is based on the expectglit doss associated with the probability of défau
in the next twelve months unless there has be@mndisant increase in credit risk since originatjan
which case, the allowance is based on the probabflidefault over the life of the asset.

The Group and the Bank have established a policgerform an assessment at the end of each
reporting period of the whether credit risk hasréased significantly since initial recognition by
considering the change in the risk of default odogr over the remaining life of the financial
instrument.

In comparison to IAS 39, the Group and the Banleekthe impairment charge under IFRS 9 to result
in an increase in the total level of current impent allowances.
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3 Significant accounting policies, continued

The Group and the Bank are planning to group @sdanto Stage 1, Stage 2 and Stage 3, based on the
applied impairment methodology, as described below:

« Stage 1 — Performing loans: when loans are fisigeized, the Group and the Bank recognize
an allowance based on twelve months expected dosdés. Under IAS 39 the Group and the
Bank have been recording an allowance for IncuBat Not Identified (IBNI) impairment
losses. The change is expected to increase thdrimgra allowance compared to the current
IBNI approach.

» Stage 2 — Loans with significant increase in cradk: when a loan shows a significant increase
in credit risk since initial recognition, the Groand the Bank record an allowance for the
lifetime expected credit loss. Since this is a mencept compared to IAS 39, it will result in
an increase in the allowance as most such asset®aconsidered to be credit-impaired under
IAS 39.

The Group and the Bank intend to evaluate incr@aseedit risk by comparing the lifetime
probability of default upon initial recognition tife asset against the risk of a default occurring
on the asset as at the end of each reporting period

» Stage 3 — Impaired loans: Financial assets willdoegnized in Stage 3 when there is objective
evidence that the loan is impaired. The Group d&edBank recognize the lifetime expected
credit losses for these loans and in additionGheup and the Bank accrue interest income on
the amortised cost of the loan net of allowancé driteria of the objective evidence are the
same as under the current IAS 39 methodology, @edrdingly, the Group and the Bank
expect the population to be generally the same ruhmeh standards. The individual
impairment allowance will continue to be calculatedthe same basis as under IAS 39, and
collateral values will be adjusted to reflect tineocaints that can be expected to be realized.

The Group and the Bank will record impairment fof@Cl debt securities depending on whether they
are classified as Stage 1, 2, or 3, as explainestteatHowever, the expected credit losses will not
reduce the carrying amount of these financial assethe statements of financial position, which
remain at fair value. Instead, an amount equah& dllowance that would arise if the asset were
measured at amortised cost will be recognized ih &Can accumulated impairment amount, with a
corresponding charge to profit or loss.

For FVOCI debt securities considered to be ‘low’righe Group and the Bank intend to apply a policy
which assumes that the credit risk on the instrunfes not increased significantly since initial
recognition and will calculate ECL as explainedStage 1 above. Such instruments will generally
include trade securities where the borrower hasngtrcapacity to meet its contractual cash flow
obligations in the near term and adverse changesdnomic and business conditions in the longer
term may, but will not necessarily, reduce theigbdf the borrower to fulfil its contractual cafow
obligations.

Forward-looking information

The Group and the Bank plan to use internal quaivé information, as well as opinion of internal
economic experts, combined with published exteinérmation from government and private
economic forecasting services.
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3 Significant accounting policies, continued
Capital management

The Group and the Bank are in the process of etmtpaow the new ECL model will impact the
Group’s and the Bank’s ongoing regulatory capitalcture and further details will be provided once
the assessment is complete. The magnitude of thet &ill depend, amongst other things, on whether
the capital rules will be amended to reflect IFR8r9o include transition provision for the effeaft
IFRS 9.

Transition

Changes in accounting policies resulting from tliepion of IFRS 9 will generally be applied
retrospectively, except as described below.

The Group and the Bank plan to take advantageeoéxiemption allowing it not to restate comparative
information for prior periods with respect to clifisation and measurement (including impairment)
changes. Differences in the carrying amounts @rfaial assets and financial liabilities resultingn

the adoption of IFRS 9 will generally be recognigedetained earnings and reserves as at 1 January
2018.

The following assessments have to be made on #is bbthe facts and circumstances that existet th
date of initial application:

- The determination of the business model withinclia financial asset is held.

- The designation and revocation of previous dedigns of certain financial assets and financial
liabilities as measured at FVTPL.

- The designation of certain investments in equisgruments not held for trading as at FVOCI.

Timeline for implementing IFRS 9

The Group and the Bank expect to be in a positqorévide quantitative information on the impact of
the transition to IFRS 9 on its financial positiand performance in 2017 financial statements. This
will include the impact on its CET1 and key regatstratios.

(i) IFRS 15 Revenue from contracts with custon(gfective for annual periods beginning on or after
1 January 2018. Earlier application is permitted.)

IFRS 15 establishes a comprehensive framework é&terchining whether, how much and when
revenue is recognised. It replaces existing reveaoegnition guidance, including IAS 18 Revenue,
IAS 11 Construction Contracts and IFRIC 13 Custohwyalty Programmes. IFRS 15 is effective for
annual periods beginning on or after 1 January 2@i8 early adoption permitted.

The Group and the Bank have completed an initidkeve of the potential impact of the adoption of
IFRS 15 on its consolidated and separate finast&iements. This focused on a review of fees and
commission income.

The Group and the Bank earn fee and commissionriagother than fees included in the calculation
of the effective interest rate) on provision of fhikowing services:

- retail banking;

- corporate banking;

- investment banking;

- brokerage;

- asset management; and

- financial guarantees issued.
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3 Significant accounting policies, continued

The initial review indicates that IFRS 15 will noave a material impact on the timing of recognition
or measurement of fees and commission income.

(i) IFRS 16 Leases — (Effective for annual pesdukeginning on or after 1 January 2019. Earlier
application is permitted if the entity also applliERS 15)

IFRS 16 introduces a single, on-balance sheet leasmunting model for lessees. A lessee recognises
a right-of-use (ROU) asset representing its rightuse the underlying asset and a lease liability
representing its obligation to make lease paymehtere are optional exemptions for short-term
leases and leases of low-value items. Lessor atioguremains similar to the current standard- i.e.
lessors continue to classify leases as financeerabing leases.

IFRS 16 replaces existing leases guidance, inauh$ 17 Leases, IFRIC 4 Determining whether an
Arrangement contains a Lease, SIC-15 Operating dseasincentives and SIC-27 Evaluating the
Substance of Transactions Involving the Legal Fofia Lease.

The standard is effective for annual periods bégmion or after 1 January 2019. Early adoption is
permitted for entities that apply IFRS 15 at ordvefthe date of initial application of IFRS 16.

The Group and the Bank have started an initialssssent of the potential impact on their consolidate
and separate financial statements. So far, the sigsificant impact identified is that the Groupdan
the Bank will recognise new assets and liabilities its operating leases of branches and office
premises. In addition, the nature of expenseseelat those leases will now change because IFRS 16
replaces the straight-line operating lease expevide a depreciation charge for ROU assets and
interest expense on lease liabilities. The Groupthe Bank have not yet decided whether it will use
the optional exemptions. No significant impact igpected for the Group's and the Bank’s finance
leases. The Group and the Bank are also in theepsoof assessing the impact on its CETL1 ratio,
particularly in respect of ROU assets in leasesravttee Group is a lessee.

Transition

The Group and the Bank currently plan to apply IFRSnitially on 1 January 2019. As a lessee, the
Group and the Bank can either apply the standang @s

- retrospective approach; or

- modified retrospective approach with optionalgbical expedients.

The lessee applies the election consistently tofalls leases. The Group and the Bank have not yet

determined which transition approach to apply. Assaor, the Group and the Bank are not required to
make any adjustments for leases except whereit istermediate lessor in a sub-lease.
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3 Significant accounting policies, continued

(iv) Amendments to IFRS 2: Classification and Meaisient of Share-based Payment Transactions
(Effective for annual periods beginning on or aftedanuary 2018; to be applied prospectively. Early
application is permitted)

The amendments clarify share-based payment acaguoni the following areas:

« the effects of vesting and non-vesting conditionsh® measurement of cash-settled share-
based payments;
» share-based payment transactions with a net settigfi@ature for withholding tax obligations;
and
» a modification to the terms and conditions of arstased payment that changes the
classification of the transaction from cash-setttedquity settled.
The Group and the Bank expect that the amendmehex initially applied, will not have a material
impact on the presentation of the financial statgsief the Group and the Bank.

(v) Amendments to IFRS 10 and IAS 28 Sale or contoibutf assets between an investor and its
associate or joint venture (The effective date hetsyet been determined by the IASB, however
earlier adoption is permitted.)

The Amendments clarify that in a transaction inumdvan associate or joint venture, the extent af ga
or loss recognition depends on whether the asskt®s contributed constitute a business, such that
« afull gain or loss is recognised when a transadietween an investor and its associate or joint
venture involves the transfer of an asset or agdgth constitute a business (whether it is
housed in a subsidiary or not), while

- a partial gain or loss is recognised when a @retien between an investor and its associate or
joint venture involves assets that do not congtitubusiness, even if these assets are housed in a
subsidiary.

The Group and the Bank do not expect that the aments, when initially applied, will have material
impact on the financial statements.

(vi) Amendments to IAS 7 (Effective for annual gasibeginning on or after 1 January 2017, to be
applied prospectively. Early application is perrad)

The amendments require new disclosures that hels ig evaluate changes in liabilities arising from
financing activities, including changes from cakiwk and non-cash changes (such as the effect of
foreign exchange gains or losses, changes arisinglftaining or losing control of subsidiaries,
changes in fair value).

The Group and the Bank expect that the amendmehts initially applied, will not have a material
impact on the presentation of the financial statgsief the Group and the Bank.
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3 Significant accounting policies, continued

(vii) Amendments to IAS 12: Recognition of Deferfagt Assets for Unrealised Losses (Effective for
annual periods beginning on or after 1 January 2ab&e applied prospectively)

The amendments clarify how and when to accountdéderred tax assets in certain situations and
clarify how future taxable income should be deteadi for the purposes of assessing the recognition
of deferred tax assets.

The Group and the Bank expect that the amendmehes initially applied, will not have a material
impact on the presentation of the financial statesef the Group and the Bank because the Group
and the Bank already measure future taxable proitmanner consistent with the Amendments.

(viii) Amendments to IAS 40 Transfers of InvestrReoperty

The amendments reinforce the principle for trarssfato, or out of, investment property in IAS 40
Investment Propertio specify that such a transfer should only beenaden there has been a change
in use of the property. Based on the amendmenanafer is made when and only when there is an
actual change in use — i.e. an asset meets orsctasaeet the definition of investment property and
there is evidence of the change in use. A changeanagement intention alone does not support a
transfer.

The Group and the Bank do not expect that the aments will have a material impact on the
financial statements because the Group and the Ban&fer a property asset to, or from, investment
property only when there is an actual change in use

(ix) IFRIC 22 Foreign Currency Transactions and Adge Consideration (Effective for annual
periods beginning on or after 1 January 2018).

The Interpretation clarifies how to determine tla¢edof the transaction for the purpose of detemgini
the exchange rate to use on initial recognitiothefrelated asset, expense or income (or par} ohit

the derecognition of a non-monetary asset or nonetawy liability arising from the payment or
receipt of advance consideration in a foreign awye In such circumstances, the date of the
transaction is the date on which an entity iniaicognises the non-monetary asset or non-monetary
liability arising from the payment or receipt ofvathce consideration.

The Group and the Bank do not expect that the preéémtion, when initially applied, will have
material impact on the financial statements asGhmup and the Bank uses the exchange rate on the
transaction date for the initial recognition of th@n-monetary asset or non-monetary liability agsi
from the payment or receipt of advance considaratio

(x) Annual Improvements to IFRSs

Annual improvements to IFRSs 2014-2016 cycle wesead on 8 December 2016 and introduce two
amendments to two standards and consequential ameensl to other standards and interpretations
that result in accounting changes for presentati@eognition or measurement purposes. The
amendments on IFRS 1Risclosure of Interest in Other Entitiere effective for annual periods
beginning on or after 1 January 2017 and amendnmentAS 28Investments in Associates and Joint
Venturesare effective for annual periods beginning on @ieral January 2018; to be applied
retrospectively. Earlier application is permitted.

None of these amendments are expected to haveniicsigt impact on the consolidated financial
statements of the Group and the Bank.
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4 Risk management

All aspects of the Bank’s and the Group’s risk nggamaent objectives and policies are consistent with
those disclosed in the financial statements ascfa the year ended 31 December 2016.

The Group and the Bank have exposure to the fatigwisks:
* market risk
» creditrisk
e liquidity risks
« money laundering and terrorist financing risk

There have been no significant changes to sersgvof financial assets and liabilities to finaalci
risks other than presented in Note 39 comparethequantitative information as presented in Bank’s
and the Group’s financial statements for the yealed 31 December 2016, and therefore they are not
disclosed in these condensed interim financiaéstants.

5 Capital management

The Financial and Capital Market Commission sets monitors capital requirements for the Bank
and the Group.

The Bank and the Group defines as capital thosasitefined by statutory regulation as capital. Wnde
the current capital requirements set by the Firsdrenmid Capital Market Commission, banks must
maintain a ratio of capital to risk weighted ass@statutory capital ratio”) above the prescribed
minimum level. As at 30 June 2017, the individuahimum level is 11.6%. The Bank was in

compliance with the FCMC determined individual ¢abiatio during the six-month periods ended 30
June 2017 and 30 June 2016, as well as duringetlieended 31 December 2016.

The Group’s risk based capital adequacy ratio é80atune 2017 was 22.74% (31 December 2016:
22.36% and 30 June 2016: 22.3%).

The Bank’s risk based capital adequacy ratio a30ajune 2017 was 22.97% (31 December 2016:
22.61% and 30 June 2016 22.7%).

The Bank’s and the Group’s capital position is glted in accordance with the requirements of
Regulation (EU) No 575/2013 of the European Pasgiaimand of the Council of 26 June 2013 on
prudential requirements for credit institutions ameestment firms and amending Regulation (EU) No
648/2012.

Calculations are performed based on prudentialaimadion group according to the Regulation No.
575/2013.
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6 Use of estimates and judgments

The preparation of interim financial statementsuiexy management to make judgements, estimates
and assumptions that affect the application of aeting policies and reported amounts of assets and
liabilities, income and expense. Actual results mdfier from these estimates.

In preparing these condensed interim financialestents, the significant judgements made by
management in applying the Group’s accounting diand the key sources of estimation uncertainty
were the same as those applied to the financis@mnstnts as at and for the year ended 31 December
2016.

* Allowance for credit losses on loans and receivable
¢ Determining fair value of financial instruments;

« Impairment of available for sale financial assets;

« Impairment of held to maturity financial instrument
e Determining fair value of property;

« Impairment of assets shown under other assets;

« Impairment of investment in subsidiaries;

e Impairment of goodwiill;

e Useful life of equipment;

e Deferred tax asset recoverability;

» Consolidation of investment funds;

e Acquisition of new subsidiaries.

7 Net interest income
Six months ended 30 June
2017 2017 2016 2016
'000 EUR '000 EUR '000 EUR ’'000 EUR
Group Bank Group Bank
Interest income

Loans and receivables due from customers 34,70029,261 41,480 36,367
Loans and receivables due from banks 2,432 2,430 1,883 1,871
Financial instruments at fair value through profitoss - - 3 -
Available for sale assets 3,639 3,639 4,525 4,525
Held-to-maturity investments 4,831 4,810 3,921 3,904
Amounts receivable under reverse repurchase agréeme 465 465 357 357

46,067 40,605 52,169 47,024

Interest expense

Current accounts and deposits due to customers 92,06 5,936 6,496 6,481
Deposits and balances due to financial institutions 5,951 1,582 1,266 1,251
Other interest expense 3,710 3,293 5,393 5,145

11,730 10,811 13,155 12,877

Included within interest income from loans and remleles due from customers for the six months
period ended 30 June 2017 is interest income of RUUR3 thousand (30 June 2016: EUR 3,896
thousand) relating to impaired loans issued by Blamk and by Group of EUR 2,173 thousand
(30 June 2016: EUR 3,955 thousand).
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8 Fee and commission income
Six months ended 30 June
2017 2017 2016 2016
‘000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
E-commerce 12,681 12,681 9,779 9,779
Money transfers 8,584 8,584 8,871 8,871
Commission income from payment cards 4,287 4,287 1265, 5,126
Commission from account servicing 3,959 3,959 3,990 3,990
Revenue from customer asset management and brekerag
commissions 3,351 2,881 2,796 2,581
Commission from documentary operations 362 362 417 417
Cash withdrawals 72 72 99 99
Remote system fee 60 60 75 75
Other 2,093 2,149 2,346 2,367
35,449 35,035 33,499 33,305
9 Fee and commission expense
Six months ended 30 June
2017 2017 2016 2016
‘000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
E-commerce 10,786 10,786 5,842 5,842
Payment card expenses 4,470 4,470 4,137 4,137
On correspondent accounts 1,063 1,063 967 967
Agent commissions 757 603 1,071 932
Brokerage fees 520 474 484 443
Cash withdrawal fees 6 6 10 10
Other 791 837 689 813

18,393 18,239 13,200 13,144

10 Net realised gain on available-for-sale assets

Six months ended 30 June

2017 2017 2016 2016

'000 EUR ’'000 EUR '000 EUR '000 EUR

Group Bank Group Bank

Equity instruments (33) - 30,958 30,958
Debt instruments 54 54 179 179
21 54 31,137 31,137

During 2016, Visa Inc. completed the purchase saEurope from all European participating banks.
As a result of this sale the Bank realized a paffiEUR 24.76 m from the cash settlement and EUR 2
million from deferred payment.
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11 Other income/(expense)

Six months ended 30 June

2017 2017 2016 2016
‘000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Rental income from operating leases 2,468 370 1,903 314
Penalties received 509 411 463 382
Gain/(loss) from sale of investment property 39 - 42 (7)
Gain/(loss) from sale of property and equipment 248 - 4) -
Loss from revaluation of investment property
(Note 24) (349) - (1,524) -
Gain from disposal of subsidiary shares - - 5 -
Negeive goodwill write-off - - 98
(Loss)/Recovery of assets written off 10 - (134) 8
Loss from sale of subsidiary (Note 40) (1,513) (760) - -
Dividends received 705 2,924 92 959
Income from steel production 2,091 - 1,071 -
Income from electricity and heating manufacture 985 - 984 -
Other 1,813 587 877 498
7,006 3,532 3,873 2,154
12 Impairment losses
Six months ended 30 June
2017 2017 2016 2016
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Impairment losses
Loans and receivables due from customers (2,275)(1,471) (16,424) (16,102)
Available-for-sale financial assets - (1,861) - (1,494)
Other financial assets - - (632) (685)
Other non-financial assets (746) (501) (15) (12)

(3,021) (3,833) (17,071) (18,293)
Reversals of impairment losses

Loans and receivables due from customers 856 419 2,561 2,409
Other non-financial assets 3 3 2 2

859 422 2,563 2,411
Net impairment losses (2,162)  (3/411) (14,508) (15,882)
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13 General administrative expenses

Six months ended 30 June

2017 2017 2016 2016

'000 EUR '000 EUR ’'000 EUR '000 EUR

Group Bank Group Bank

Employee compensation 11,926 8,973 12,042 9,422
Payroll related taxes on employee compensation 13,46 2,748 2,641 2,132
Provision for bonus and payroll related taxes 1,777 1,812 2,120 2,120
Taxes other than on corporate income and payroll 0583, 2,344 2,953 2,407
Provisions for possible obligations 20,000 20,000 - -
Professional services 277 157 2,501 2,447
Repairs and maintenance 2,822 416 1,940 393
Depreciation and amortization 2,248 1,341 1,924 917
IT related costs 935 932 1,094 1,094
Rent 1,115 1,801 1,006 1,819
Salaries to Board of Directors and Council 571 353 701 435
Representative offices 739 602 911 675
Communications and information services 643 557 646 591
Travel expenses 654 577 552 498
Advertising and marketing 514 211 545 199
Charity and sponsorship 973 717 531 307
Representation 61 60 412 76
Credit card service 134 134 171 171
Insurance 156 116 171 138
Employee health insurance 140 129 136 122
Subscription of information 82 82 98 75
Audit services 237 70 81 71
Security 59 59 46 52
Office supplies (stationery) 78 35 41 31
Other 3,125 1,912 2,594 2,145
55,783 46,138 35,857 28,337
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14

Income tax expense

(@) Income tax expense recognized in profit and loss

Six months ended 30 June

2017 2017 2016 2016
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Current tax expense 4,190 3,813 3,203 2,750
Deferred tax 65 33 (372) 101
Total income tax expense in the profit
and loss 4,255 3,846 2,832 2,851
The tax rate applicable in countries in which groupentities operate: 2017 2016
Latvia 15.00% 15.00%
Belarus 18.00% 18.00%
Cyprus 12.50% 12.50%
Russia 20.00% 20.00%
Azerbaijan 20.00% 20.00%
(b)  Reconciliation of effective tax rate:
The Group 30 June 2017 30 June 2016
'000 EUR % '000 EUR %

Profit before tax 10,825 56,062
Income tax at the applicable tax rate 1,624 15.00% 7,192 12.83%
Effect of different tax rate in other
countries 8 0.07% 25 0.04%
Tax relief on donations - (254) (0.45%)
Non-deductible expenses 3,613 33.38% 841 1.50%
Tax exempt income (1,718) (15.87%) (4,945) (8.82%)
Tax paid in foreign countries 602 5.56% 27) (0.05%
Under/(over) provided in prior years 126 1.16% - -

4,255 39.3% 2,832 5.05%
The Bank 30 June 2017 30 June 2016

'000 EUR % '000 EUR %

Profit before tax 11,564 54,145
Income tax at the applicable tax rate 1,735 15.00% 8,122 15.00%
Non-deductible expenses 3,697 31.97% 489 0.90%
Tax exempt income (1,718) (14.86%) (5,485) (10.13%
Tax relief on donations (558) (4.83%) (248) (0.46%)
Tax paid in foreign countries 602 5.21% 27) (0.05%
Under/(over) provided in prior years 88 0.76% - -

3,846 33.25% 2,851 5.26%
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14 Income tax expense, continued
(c) Income tax recognized in other comprehensive incomand directly in equity
Group 30 June 2017 30 June 2016
'000 EUR '000 EUR

Tax Base Deferred Tax Base Deferred
Deferred tax expense income tax income tax
Change in fair value reserve 967 (145) 3,462 (519)
Change in fair value reserve on which
deferred tax asset is not recognized 365 - (24,167) -
Total income tax recognised in other 1,332 (145) (20,705) (519)
comprehensive income
Bank 30 June 2017 30 June 2016

'000 EUR '000 EUR

Tax Base Deferred Tax Base Deferred
Deferred tax expense income tax income tax
Change in fair value reserve 1,366 (205) 3,462 (519)
Change in fair value reserve on which
deferred tax asset is not recognized 162 - (23,613) -
Total income tax recognised in other
comprehensive income 1,528 (205) (20,151) (519)

15 Cash and balances with the central bank

Cash and balances with central bank comprisedeofaflowing items:

30 June 2017 30 June 2017

31 Dec 2016 31 Dec 2016

'000 EUR '000 EUR '000 EUR '000 EUR

Group Bank Group Bank

Casl 2,542 2,488 2,850 2,809
Balances du from the Bank of

Latvia 774,028 774,028 834,111 834,111

Total 776,570 776,516 836,961 836,920

Cash and cash equivalents consist of the following:

30 June 2017 30 June 2017

30 June 2016 30 June 2016

'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank

Cash 2,542 2,48¢ 3,120 3,08
Balances due from the Bank of

Latvia 774,028 774,02 715,76 715,76
Demand loans and receivables due

from banks 529,859 529,29. 549,19 548,60
Demand deposits and balances due

to banks (29,343) (29,343 (38,896 (38,896
Total 1,277,086 1,276,46 1,229,18 1,228,55
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16 Financial instruments at fair value through profit or loss

30 June 2017 30 June 2017 31 Dec 2016 31 Dec 2016
'000 EUR '000 EUR '000 EUR 000 EUR

Group Bank Group Bank
Bonds
- with rating from AAA to A 1,424 - 2,081 -
- with rating from BBB+ to BBB- 12,591 - 12,687 -
- non-investment grade 273 - 194 -
- not rated 244 - 437 -
Equity investments 469 184 529 209
Derivative financial instruments 629 629 1,124 1,124
Financial assets at fair value through
profit or loss 15,630 813 17,052 1,333
Derivative financial instruments (144) (144) (442) (442)
Financial liabilities at fair value through
profit or loss (144) (144) (442) (442)

The Bank and the Group classify trading and desigatinancial instruments and trading portfolio
under this category.

Derivative financial assets and liabilities

30 June 2017 31 Dec 2016
The Group '000 EUR '000 EUR
Carrying Notional Carrying Notional
value amount value amount
Assets
Option premium 250 n/a 276 n/a
Currency swap contracts 379 5,128 848 6,745
Total derivative financial assets 629 1,124
Liabilities
Currency swap contracts 144 2,172 442 6,823
Total derivative liabilities 144 442
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16 Financial instruments at fair value through proft or loss,

continued
30 June 2017 31 Dec 2016
The Bank '000 EUR '000 EUR
Carrying Notional Carrying Notional
value amount value amount
Assets
Option premium 250 n/a 276 n/a
Currency swap contracts 379 5,128 848 6,745
Total derivative financial assets 629 1,124
Liabilities
Currency swap contracts 144 2,172 442 6,823
Total derivative liabilities 144 442

17 Loans and receivables due from banks

30 June 30 June 31 Dec 31 Dec
2017 2017 2016 2016
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Demand accounts
Latvian commercial banks 2,479 2,18¢ 2,554 2,302
OECD banks 419,925 419,92 460,932 460,923
Other non-OECD banks 107,455 107,18: 39,492 39,050
Total Demand accounts 529,859 529,294 502,978 502,275
Deposit accounts
OECD banks 480 480 5,195 5,195
Other non-OECD banks - - 14,251 14,251
Total loans and deposits 480 480 19,446 19,446
530,339 529,774 522,424 521,721

Concentration of placements with banks

As at 30 June 2017 the Bank and the Group had dxdawith five banks (four as at 31 December
2016), which exceeded 10% of the total loans awdivables due from banks. The gross value of
these balances was EUR 322,800 thousand as ofr@02017 (31 December 2016: EUR 279,220
thousand).
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18 Loans and receivables due from customers
30 June 2017 30 June 2017 31 Dec 2016 31 Dec 2016

'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Companies
Finance leases 18,522 - 20,567 -
Loans 835,894 987,138 912,413 1,054,381
Individuals
Finance leases 45,498 - 36,240 -
Loans 159,169 159,161 170,031 170,031
Specific impairment allowance (83,385) (98,341) (92,562) (107,539)
Collective impairment allowance (1,617) - (1,769) -
Net Loans and receivables from
customers 974,081 1,047,958 1,044,920 1,116,873

(a) Finance leases
Loans and receivables from customers include tHewiing finance lease receivables for leases of
certain property and equipment where the Groupeaddssor:

30 June 2017 30 June 2017 31 Dec 2016 31 Dec 2016
'000 EUR '000 EUR '000 EUR '000 EUR

Group Bank Group Bank

Gross investment in finance leases, receivable
Less than one year 25,261 - 23,758 -
Between one and five years 44,019 - 38,201 -
Total gross investment in finance leases 69,280 - 61,959 -
Unearned finance income (5,260) - (5,152) -
Net investment in finance lease before allow: 64,020 - 56,807 -
Impairment allowance (1,669) - (1,799) -
Net investment in finance lease 62,351 - 55,008 -

30 June 2017 30 June 2017 31 Dec 2016 31 Dec 2016
000 EUR '000 EUR 000 EUR '000 EUR

Group Bank Group Bank

The net investment in finance leases comprises:
Less than one year 21,153 - 20,048 -
Between one and five years 41,198 - 34,960 -
Net investment in finance lease 62,351 - 55,008 -
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Loans and receivables due from customers, contiad

(1) Ageing structure of loan portfolio
The Group Of which Net
not past carrying
Total due onthe Of which past due by the following terms value of
EUR000 reporting Less than 31-90 91-180 More than overdue
As at 30 June 2017 date 30 days days days 180 days loans
Net carrying amount 974,081 721,278 52,421 56,122 20,040 124,220 252,803
Out of which impaired 191,476 36,692 18,325 21,880 8,864 105,715 154,784
Assessed fair value of
collateral 5,522,499 3,105,733 197,080 284,219 68,261 1,867,206 2,466,76
As at 31 Dec 2016
Net carrying amount 1,044,920 824,440 44,522 21,240 64,047 90,671 220,480
Out of which impaired 199,066 88,606 1,319 1,182 36,151 71,808 110,460
Assessed fair value of
collateral 4,125,655 3,831,076 64,841 23,333 100,727 105,678 294,579
The Bank Of which Net
not past carrying
Total due on the Of which past due by the following terms value of
EUR'000 reporting Less than 31-90 91-180 More than overdue
As at 30 June 2017 date 30 days days days 180 days loans
Net carrying amount 1,047,958 795,418 52,690 55,732 19,899 124,219 252,540
Out of which impaired 203,281 46,892 19,970 21,849 8,855 105,715 156,389
Assessed fair value of
collateral 5,625,200 3,208,706 197,341 283,829 68,120 1,867,204,416,494
As at 31 Dec 2016
Net carrying amount 1,116,873 896,190 45,093 20,989 63,965 90,636 220,683
Out of which impaired 210,982 98,946 2,966 1,157 36,140 71,773 112,036
Assessed fair value of
collateral 6,148,704 3,927,762 69,590 113, 640 469,074 1,568,638 2,220,942
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18 Loans and receivables due from customers, contiad
(i) Analysis of loan by type of collateral

The following table provides the analysis of therloportfolio, net of impairment, by types of

collateral.

The Group
EUR’000

Commercial buildings

Commercial assets pledge

Traded securities

Mortgage on residential
properties

Land mortgage

Without collateral

Guarantee

Non-traded securities

Deposit

Other

Total

The Bank
EUR’000

Commercial buildings

Commercial assets pledge

Traded securities

Mortgage on residential
properties

Without collateral

Land mortgage

Guarantee

Non-traded securities

Deposit

Other

Total

30 June % of loan 31 December % of loan
2017 portfolio 2016 portfolio
349,802 35.91 383,461 36.70
281,355 28.88 317,942 30.43
87,429 8.98 91,311 8.74
62,355 6.40 68,438 6.55
52,329 5.37 58,169 5.57
50,794 5.21 45,523 4.36
29,774 3.06 27,405 2.62
819 0.08 886 0.08
759 0.08 16,139 1.54
58,665 6.03 35,646 3.41
974,081 100.00 1,044,920 100.00
30 June % of loan 31 December % of loan
2017 portfolio 2016 portfolio
391,592 37.37 424,899 38.04
318,966 30.44 351,846 0315
87,429 8.34 91,311 8.18
62,562 5.97 68,709 6.15
57,503 5.49 51,569 4.62
57,202 5.46 63,019 5.64
29,774 2.84 27,405 2.45
819 0.08 886 0.08
759 0.07 16,138 1.44
41,352 3.94 21,091 1.90
1,047,958 100.00 1,116,873 100.00

The amounts shown in the table above represerdatinging value of the loans, and not the fair value

of the collateral.
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18 Loans and receivables due from customers, contiad

(iii) Impaired loans

30 June 30 June 31 Dec 31 Dec

2017 2017 2016 2016

‘000 EUR '000 EUR '000 EUR '000 EUR

Group Bank Group Bank

Impaired loans gross 274,862 301,622 291,628 318,521
Specific impairment allowance (83,385) (98,341) (92,562) (107,539)

Net Loans and receivables from customers 191,477 203,281 199,066 210,982

Fair value of collateral related to impaired loans 2,228,496 2,243,783 2,300,367 2,315,691

When reviewing loans the Bank and the Group setfahewing categories for individual loans to
assess their credit risk:

The Group
30 June 2017 Specific Collective 31 Dec 2016 Specific Collective
‘000 EUR  impairment  impairment ‘000 EUR  impairment  impairment
Gross allowance allowance Gross allowance allowance
Standard 827,128 (1,562) (1,049) 883,234 (1,189) (935)
Watch 104,750 (18,939) (32) 122,274 (22,439) (29)
Substandard 86,094 (30,274) (112) 87,457 (30,945) 97) (
Doubtful 35,196 (26,985) (134) 33,911 (26,214) (107
Lost 5,915 (5,625) (290) 12,375 (11,775) (601)
Total 1,059,083 (83,385) (1,617) 1,139,251 (92,562) (1,769)
The Bank
30 June 2017 Specific 31 Dec 2016 Specific
'000 EUR  impairment '000 EUR  impairment
Gross allowance Gross allowance
Standard 890,629 (1,746) 946,458 (1,545)
Watch 107,363 (19,232) 125,061 (22,747)
Substandard 89,594 (31,500) 89,288 (31,999)
Doubtful 54,339 (41,489) 53,069 (40,712)
Lost 4,374 (4,374) 10,536 (10,536)
Total 1,146,299 (98,341) 1,224,412 (107,539)
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18 Loans and receivables due from customers, contied

(iv) Movementsin theimpairment allowance

Movements in the loan impairment allowance for38eJune 2017 and year ended 31 December 2016
are as follows:

30 June 2017 30 June 2017 31 Dec 2016 31 Dec 2016

EUR’000 '000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Allowance for impairment
Balance at 1 January 94,331 107,539 95,758 91,648
Charge for the period:
Specific impairment allowance 1,460 1,471 43,692 44,260
Collective impairment allowance 815 - 506 -
Transfer from Other assets impairment - - (659) (659)
Reversal of specific impairment allowance loss
Specific impairment allowance (462) (419) (12,017) (11,431)
Collective impairment allowance (394) - - -
Effect of foreign currency translation (4,633) (4,633) 1,987 2,020
Write offs (6,115) (5,617) (34,936) (18,299)
Balance at the end of period 85,002 98,341 94,331 107,539

(v) Restructured loans

As at 30 June 2017, the Group held restructureaslod EUR 159,741 thousand (31 December 2016:
EUR 237,973 thousand) and the Bank held restruttio@ns of EUR 170,082 thousand (31 December
2016: EUR 251,642 thousand). Main forms of restmicg were the reduction of the interest rate, and
postponing of interest payments or principal amsunt
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18 Loans and receivables due from customers, contiad

(c) Industry analysis of the loan portfolio

30 June 2017 30 June 2017 31 Dec 201631 Dec 2016
000 EUR 000 EUR ‘000 EUR  '000 EUR

Group Bank Group Bank
Financial services 231,289 292,643 238,098 289,096
Real estate management 229,086 296,038 232,552 299,795
Individuals 151,594 151,594 160,424 160,424
Transport and communication 123,474 126,264 150,998 153,788
Investments in finance lease 62,351 - 55,008 -
Wholesale and retailing 60,382 60,382 71,717 71,717
Construction 31,951 31,951 39,611 39,611
Manufacturing 12,762 13,334 22,819 23,498
Food industry 2,906 2,906 6,351 6,351
Tourism 2,882 4,530 3,026 4,674
Other 65,404 68,316 64,316 67,919

974,081 1,047,958 1,044,920 1,116,873

(d) Geographical analysis of the loan portfolio

30 June 2017 30 June 2017 31 Dec 2016 31 Dec 2016
'000 EUR '000 EUR '000 EUR '000 EUR

Group Bank Group Bank
Latvia 199,482 267,535 201,044 269,632
Other OECD countries 225,598 225,562 195,347 195,311
Non-OECD countries 549,001 554,861 648,529 651,930

974,081 1,047,958 1,044,920 1,116,873

(e) Significant credit exposures

According to regulatory requirements, the Bank #inel Group are not allowed to have a credit
exposure to one client or a group of related dieritmore than 25% of its equity. As at 31 December
2016 and 30 June 2017 the Bank and the Group wa@mpliance with this requirement.
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19 Available-for-sale assets

30 June 2017 30 June 2017 31 Dec 2016 31 Dec 2016

'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Bonds
- with rating from AAAto A 180,471 180,471 246,171 246,171
- with rating from BBB+ to BBB- 144,991 144,991 148,176 148,176
- non-investment grade 56,156 56,156 67,647 67,647
Rietumu Asset Management Funds
RB Opportunity Fund | - 26,805 - 28,667
Cash Reserve Fund - 4,441 - 4,790
Fixed Income High Yield Fund - 4,604 - 4,879
Fixed Income Investment Grade Fund - 4,560 - 4,832
Global Equity Fund - 389 - 415
Other equity instruments 854 694 939 750
VISA Inc preference shares 5,155 5,155 4,651 4,651
Available for sale assets 387,627 428,266 467,584 510,978
Acquisition cost 385,640 432,416 466,929 514,794
Revaluation 3,635 7,239 2,303 5711
Impairment allowance (1,648) (11,389) (1,648) (9,527)
Available for sale assets 387,627 428,266 467,584 510,978
Of which pledged under sale and repurchase
agreements with Central Bank 152,663 152,663 133,548 133,548

Analysis of movementsin the impairment allowance

Six months ended 12 months ended
30 June 2017 30June 2017 31 Dec 2016 31 Dec 2016
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Balance at the beginning of the period 1,648 9,527 1,648 5,924
Charge for the period - 1,861 - 3,603
Currency revaluation - 1 - -
Balance at the end of the period 1,648 11,389 1,648 9,527
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30 Jun 2017 30Jun 2017 31 Dec 2016 31 Dec 2016
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Debt and other fixed-income instruments
- Government and municipal bonds
Latvia 2,739 2,739 1,904 1,904
Russia 12,554 12,554 13,589 13,589
Other 1,759 1,759 - -
Total government and municipal bonds 17,052 17,052 15,493 15,493
- Corporate bonds
Russia 40,766 40,766 48,071 48,071
USA 101,132 98,919 108,276 105,243
Other European Union countries 39,545 38,817 39,663 38,970
Other non-European Union countries 97,477 97,476 108,071 108,071
Total corporate bonds 278,920 275,978 304,081 300,355
295,972 293,030 319,574 315,848
Of which pledged under sale and repurchase
agreements with Central Bank 891 891 977 977
21 Investments in subsidiaries
The subsidiaries of the Bank are as follows:
30 June 2017 31 Dec 2016
'000 EUR '000 EUR
Bank Bank
Incorporated in
- Latvia 27,134 28,196
- Cyprus 10,956 10,956
- Belarus 2,362 2,362
- Russia 121 121
- Azerbaijan 4 4
Total gross investments 40,577 41,639
Impairment allowance (13,258) (13,258)
Net Investments in subsidiaries 27,319 28,381
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Investments in subsidiaries, continued

Movementsin the impairment allowances

30 June 2017 31 Dec 2016
'000 EUR '000 EUR
Bank Bank
Balance at the beginning of the period 13,258 11,618
Charge for the period - 1,640
13,258 13,258

Balance at the end of perio

On June 19, 2017 the Bank sold subsidiary “Rietufiservices” Ltd and on March 17, 2017 —
“Rietumu Transport and Logistic” Ltd.

22
The Group

'000 EUR
Cost/Revalued amount

At 1 January 2017
Additions

Disposals

Transfers from advances
Sale of subsidiary

Effect of foreign currency
translation

At 30 June 2017

Depreciation and
impairment losses

At 1 January 2017
Depreciation charge
Disposals depreciation
Sale of subsidiary

At 30 June 2017

Net carrying amount
At 31 December 2016
At 30 June 2017

Property and equipment

Office

equipment

Land and Construction and
buildings in progress Vehicles machinery  Advances Total
38,864 2,236 2,917 23,244 114 67,375
79 161 212 668 26 1,146
- - (97) (1,169) - (1,266)
- - 88 - (88) -
- - - (343) - (343)
41 - - - - 41
38,984 2,397 3,120 22,400 52 66,953
5,248 - 1,568 15,071 - 21,887
341 - 236 769 - 1,346
- - (83) (1,127) - (1,210)
- - - (72) - (72)
5,589 - 1,721 14,641 - 21,951
33,616 2,236 1,349 8,173 114 45,488
33,395 2,397 1,399 7,759 52 45,002

41



Rietumu Banka AS
Condensed I nterim Bank Separate and Group Consolidated Financial Statements
for the six month period ended 30 June 2017

22 Property and equipment, continued

The Group, continued

Office
000 EUR equipment
Cost/Revalued amount Land and Construction and

buildings in progress Vehicles machinery  Advances Total

At 1 January 2016 38,480 1,999 2,594 23,419 64 66,556
Additions 545 237 573 838 139 2,332
Disposals - - (264) (966) (26) (1,256)
Transfer from other assets - - 16 a7 (63) -
Sale of subsidiary - - - (6) - (6)
Transfer (investment in
share capital) - - - (167) - (167)
Revaluation - - - 44 - 44
Acquisition of subsidiary - - - 41 - 41
Effect of foreign currency
translation (161) - (2) (6) - (169)
At 31 December 2016 38,864 2,236 2,917 23,244 114 67,375
Depreciation
At 1 January 2016 4,478 - 1,400 14,186 - 20,064
Depreciation charge 781 - 424 1,865 - 3,070
Disposals - - (256) (972) - (1,228)
Sale of subsidiary - - - (4) - (4)
Effect of foreign currency
translation (11) - - (4) - (15)
At 31 December 2016 5,248 - 1,568 15,071 - 21,887
Net carrying amount
At 31 December 2015 34,002 1,999 1,194 9,233 64 46,492
At 31 December 2016 33,616 2,236 1,349 8,173 114 45,488
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22 Property and equipment, continued
The Bank
Construction Office
'000 EUR in progress Vehicles equipment Advances Total
Cost/Revalued amount
1 January 2017 2,211 2,803 13,218 27 18,259
Additions 161 131 377 26 695
Disposals - (83) (608) - (691)
At 30 June 2017 2,372 2,851 12,987 53 18,263
Depreciation and impairment losses
At 1 January 2017 - 1,500 8,816 - 10,316
Depreciation charge - 203 385 - 588
Disposals - (83) (604) - (687)
At 30 June 2017 - 1,620 8,597 - 10,217
Net carrying amount
At 31 December 2016 2,211 1,303 4,402 27 7,943
At 30 June 2017 2,372 1,231 4,390 53 8,046
Construction Office
'000 EUR in progress Vehicles equipment  Advances Total
Cost/Revalued amount
1 January 2016 1,973 2,542 14,162 64 18,741
Additions 238 474 370 26 1,108
Disposals - (229) (927) - (1,156)
Transfer from advances - 16 47 (63) -
Transfers (investment in share
capital) - - (478) - (478)
Revaluation - - 44 - 44
At 31 December 2016 2,211 2,803 13,218 27 18,259
Depreciation and impairment losses
At 1 January 2016 - 1,358 9,233 - 10,591
Depreciation charge - 371 809 - 1,180
Disposals - (229) (915) - (1,144)
Transfers (investment in share capital) - (311) - (3112)
At 31 December 2016 - 1,500 8,816 - 10,316
Net carrying amount
At 31 December 2015 1,973 1,184 4,929 64 8,150
At 31 December 2016 2,211 1,303 4,402 27 7,943
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23 Intangible assets

The Group

'000 EUR Goodwill Software Other Advances Total
Cost amount

At 1 January 2017 1,136 13,210 1,971 925 17,242
Additions - 79 - 308 387
Disposals - (1) - - (1)
Sale of subsidiary - (902) - (97) (999)
At 30 June 2017 1,136 12,386 1,971 1,136 16,629
Amortisation and impairment losses

At 1 January 2017 - 11,649 991 - 12,640
Amortisation charge - 841 61 - 902
Sale of subsidiary - (164) - - (164)
At 30 June 2017 - 12,326 1,052 - 13,378
Net carrying amount

At 31 December 2016 1,136 1,561 980 925 4,602
At 30 June 2017 1,136 60 919 1,136 3,251
'000 EUR Goodwill Software Other Advances Total
Cost amount

At 1 January 2016 1,069 12,229 1,984 504 15,786
Additions 699 925 3 488 2,115
Disposals - (2) (16) - (18)
Goodwill write off (699) - - - (699)
Transfer from advances 67 - - (67) -
FX translation effect - 58 - - 58
At 31 December 2016 1,136 13,210 1,971 925 17,242
Amortisation and impairment losses

At 1 January 2016 - 10,909 872 - 11,781
Amortisation charge - 742 135 - 877
Disposals - (2) (16) - (18)
Impairment of goodwill write off (699) - - - (699)
Impairment loss 699 - - - 699
At 31 December 2016 - 11,649 991 - 12,640
Net carrying amount

At 31 December 2015 1,069 1,320 1,112 504 4,005
At 31 December 2016 1,136 1,561 980 925 4,602
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23 Intangible assets, continued

The Bank

'000 EUR Goodwill Software Other  Advances Total
Cost amount

At 1 January 2017 1,069 12,599 43 215 13,926
Additions - 67 - 211 278
At 30 June 2017 1,069 12,666 43 426 14,204
Amortisation and impairment losses

At 1 January 2017 - 11,079 25 - 11,104
Amortisation charge - 751 2 - 753
At 30 June 2017 - 11,830 27 - 11,857
Net carrying amount

At 31 December 2016 1,069 1,520 18 215 2,822
At 30 June 2017 1,069 836 16 426 2,347
'000 EUR Goodwill Software Other  Advances Total
Cost amount

At 1 January 2016 1,069 12,216 42 504 13,831
Additions - 924 3 488 1,415
Disposals - 1) (2) - 3)
Reclassification - (598) - (777) (1,375)
Revaluation - 58 - - 58
At 31 December 2016 1,069 12,599 43 215 13,926
Amortisation and impairment losses

At 1 January 2016 - 10,898 23 - 10,921
Amortisation charge - 668 2 - 670
Disposals - (2) - - (2)
Transfers (investment in share capital) - (485) - - (485)
At 31 December 2016 - 11,079 25 - 11,104
Net carrying amount

At 31 December 2015 1,069 1,318 19 504 2,910
At 31 December 2016 1,069 1,520 18 215 2,822

Rietumu Banka AS
Condensed I nterim Bank Separate and Group Consolidated Financial Statements
for the six month period ended 30 June 2017

Goodwill of EUR 1,069 thousand (2016: EUR 1,069udend) originated on the acquisition of a
payment card business unit in 2001.
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24 Investment property

30 June 2017 30 June 2017 31 Dec 2016 31 Dec 2016
'000 EUR ‘000 EUR '000 EUR 000 EUR

Group Bank Group Bank
Balance at 1 January 91,299 10,687 82,968 8,447
Revaluation of property (349) - (6,124) 217
Transfers from other assets 143 - 1,822 1,822
Purchase of subsidiary - - 10,259 -
Additions 396 84 3,807 273
Disposals (1,265) (131) (1,189) (72)
Currency revaluation 7 - (197) -
Written off 4 - 47 -
Balance at the end of reporting period 90,235 10,640 91,299 10,687

Investment property comprises residential propeied other commercial properties, such as land or
parts of buildings, and premises owned by the Growppanies, which the Group does not occupy
and which are leased to third parties. The Groiyestment property comprises of a food processing
terminal, residential properties, plots of landj &iotels.

In 2016 the Group acquired investment propertynmoant of EUR 10,259 thousand through purchase
of subsidiaries KI-135 SIA, Ekoagro SIA and PenRetroleum SIA.
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25 Other assets
30 June 2017 30June 2017 31 Dec 2016 31 Dec 2016

'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Other financial assets
Cash in transit 20,233 13,984 9,813 7,061
Other 25 - 24 -
Other non-financial assets
Collateral assumed on non-performing
loans 4,569 4,476 4,939 4,494
Prepayments 1,647 774 1,574 411
Recoverable VAT 2,906 170 1,568 44
Tax other than CIT prepayments 1,104 1,033 68 -
Gold 456 456 - -
Other 7,467 2,824 9,085 3,896
Impairment allowance (3,962) (3,441) (3,274) (204
34,445 20,276 23,797 12,964

Analysis of movementsin the value of collateral assumed on non- performing loans

Six months ended 12 months ended
30 June 2017 30 June 2017 31 Dec 2016 31 Dec 2016
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Balance at the beginning of the period 4,939 4,494 6,812 6,812
Addition - - 445 -
Sale of collateral completed (370) (18) - -
Reclassified to investment property - - (1,822) 82p)
Reclassified to Guarantee receivable - - (496) X496
Balance at the end of the period 4,569 4,476 4,939 4,494
Analysis of movementsin the impairment allowance
Six months ended 12 months ended
30 June 2017 30June 2017 31 Dec 2016 31 Dec 2016
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Balance at the beginning of the period 3,274 2,942 4,142 3,805
Charge for the period 746 501 62 63
Recovery 3) 3) (214) (216)
Acquisition of subsidiaries - - 1 -
Transfers to loans and advances - - (659) (659)
Written off (60) (1) (8) 3)
Currency revaluation 5 2 (50) (48)
Balance at the end of the period 3,962 3,441 3,274 2,942
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26 Deposits and balances due to banks
30 June 2017 30 June 2017 31 Dec 2016 31 Dec 2016

'000 EUR '000 EUR '000 EUR '000 EUR

Group Bank Group Bank

Vostro accounts 29,343 29,343 33,111 33,111
Term deposits 803 560 985 846
30,146 29,903 34,096 33,957

Concentration of deposits and balances from banks

As at 30 June 2017 the Bank and the Group had ¢edawith three (two as at 31 December 2016)

credit institutions, which exceeded 10% of theltdgposits and balances from banks. The gross value
of these balances as of 30 June 2017 was EUR 1thow8and, EUR 6,722 thousand and EUR 4,172

thousand accordingly. The gross value of thesenbataas of 31 December 2016 was EUR 14,804
thousand and EUR 4,149 thousand accordingly.

27 Current accounts and deposits due to customers

30 June 2017 30 June 2017 31 Dec 2016 31 Dec 2016

'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank

Private companies
- current accounts 1,664,403 1,687,252 1,840,334 1,866,633
- term deposits 112,150 112,586 143,086 143,568
Total private companies 1,776,553 1,799,838 1,983,420 2,010,201
Government
- current accounts 51 51 42 42
- term deposits 35 - 39 -
Total government 86 51 81 42
Private individuals
- current accounts 528,674 528,674 558,428 558,428
- term deposits 204,524 202,308 200,797 199,068
Total private individuals 733,198 730,982 759,225 757,496

Total current accounts and deposits due to

2,509,837 2,530,871 2,742,726 2,767,739
customers

(a) Blocked accounts

As of 30 June 2017 and 31 December 2016, the Baktained customer deposit balances of EUR
4,879 thousand and EUR 18,013 thousand, respectideth were blocked by the Bank as collateral
for loans and off-balance sheet credit instrumgrasted by the Bank.

(b) Concentrations of current accounts and customer dejsits

As of 30 June 2017 and 31 December 2016, the Badktlae Group had no customers, whose
balances exceeded 10% of total customer accounts.
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28 Issued debt securities

Subordinated bonds and ordinary bonds have a fiexa at their origination. Subordinated bonds are
repayable before maturity only on winding up or kraptcy of the Bank. Subordinated bonds rank
before shareholders' claims. All bonds are listedtlee Nasdag OMX Riga exchange with the
following maturities and carrying amounts:

Number of

initially Discount

issued Par Date of Date of /coupon Group Bank Group Bank
ISIN Currency securities value issue maturity rate, % 30/06/2017 30/06/2017 31/12/2016 31/12/2016
Subordinated bonds
LV000080099: EUR 200 50 00007.09.201207.09.2019 7.0 10,222 10,222 10,222 10,222
LV0000801009 usD 80 75 00@7.09.201207.09.2019 7.0 5,374 5,374 5,818 5,818
V0000801025 usD 67 7500014.09.201214.09.2019 7.0 4,495 4,495 4,866 4,866
Subordinated bonds total 20,091 20,091 20,906 20,906
Ordinary bonds
LV0000801918 usD 280 750000.12.201510.12.2017 2.25 18,426 18,426 19,948 19,948
V0000801900 EUR 200 50 000.0.12.201510.12.2017 2.00 9,944 10,011 9,912 10,012
LV0000801975 usD 100 75 0022.12.201522.12.2017 2.25 6,576 6,576 7,043 7,119
Ordinary bonds total 34,946 35,013 36,903 37,079
Issued debt securities total
(‘000 EUR) 55,037 55,104 57,809 57,985

There were no defaults on interest or other breswlith respect to issued debt securities.
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29 Other liabilities and accruals

30 June 2017 30 June 2017 31 Dec 2016 31 Dec 2016

'000 EUR '000 EUR '000 EUR '000 EUR

Group Bank Group Bank
Other financial liabilities
Cash in transit 35 - 49 -
Accruals 1,182 1,182 888 882
Other non-financial liabilities
Management bonus accrual 5,073 5,069 5,803 5,803
Deferred income 3,373 1,126 1,715 1,154
Annual leave accrual 2,464 2,041 2,147 1,860
Deposits guarantee fund 678 678 1,169 450
VAT payable 22 - 68 -
Estimated liability to FKTK 430 430 237 200
Prepayments 1,478 38 1,062 20
Dividends payable 24 6 47 6
Accounts payable to suppliers and other 7,973 3,107 8,126 2,627

22,732 13,677 21,311 13,002

30 Share capital and reserves
The share capital as of 30 June 2017 and 31 Dece2fthé consists of:

30 June 2017 Number of 31 Dec 2016 Number of

'000 EUR shares '000 EUR shares
Ordinary shares 142,287 101,633,700 142,287 1017683
Preference shares 26,629 19,020,308 26,629 19@®0,3
Issued capital 168,916 168,916
Share premium 52,543 52,543

The structure of shareholders holding ordinary ehalid not change since 31 December 2016. The
nominal value of one ordinary and preference sisaEJR 1.40.
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31 Commitments and guarantees
30 June 2017 30 June 2017 31 Dec 2016 31 Dec 2016

'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Contracted amount
Loan and credit line commitments 1,901 2,965 4,063 8,407
Credit card commitments 5,246 5,247 6,210 6,216
Undrawn overdraft facilities 4,479 9,451 14,035 14,035
Guarantees and letters of credit 8,136 8,136 7,521 7,521
Total 19,762 25,799 31,829 36,179

32 Litigations

In the ordinary course of business, the Bank isjestibto legal actions and complaints. As at

30 June 2017 there were 13 legal proceedings odistagainst the Bank. Total amount disputed in
these proceedings is EUR 239,761 thousand (31 Dere?016: EUR 3,329 thousand). No provisions

were recognised as at 30 June 2017 and 31 Dece?li€, as the management based on the
professional advice to the Bank considers thatds®is not likely to eventuate.

In addition, the Bank is subject to investigatian &lleged involvement in tax evasion by others. On
the 6th of July in Paris the decision of the cairfirst instance in the case of France Offshore wa
announced, according to which the claims of thegecation towards the Bank were partially satisfied.
The Bank strongly disagrees with the decision drigl decision will be appealed. The Bank fully

cooperated with French judicial authorities durihg investigation and the trial. The Bank has neve
been involved in the tax evasion. The imposed &h&0 million EUR appears widely ungrounded.

Until the moment of entry into force of the decisidhe obligation to pay the fine does not arise.
Taking into account all following instances thedkgrocess may continue for a long period of time
taking up to 2-3 years or more. At the moment Blask made provisions EUR 20,000 thousand.
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33 Reverse repo
30 June 2017 30 June 2017 31 Dec 2016 31 Dec 2016
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Nomura International p 85,572 85,572 93,419 93,419
Brissard International - - 16 16
Total 85,572 85,572 93,435 93,435
34 Equity accounted investees

The Group owns a share in the following associdie) associated companies provide transportation
information services and their assets consist pdinm property and equipment for their operations.
The total assets and revenues are not materia¢tGroup.

Country of Principal Ownership  Amount of  Ownership  Amount of
Name . . A . .
incorporation activities % investment % investment
30 June 2017 31 December 2016

Information

“AED Rail _ services for

Service” Ltd Latvia the railway 43.00% 6 43.00% 7
Information

“Dzelzcelu _ services for

Tranzits Ltd  Latvia the railway 49.12% - 49.12% -

Total 6 7
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35 Related party transactions

Related parties are defined as shareholders whe $ignificant influence over the Bank, companies
in which they have a controlling interest, membefsthe Council and Board of Directors, key

management personnel, their close relatives angani®s in which they have a controlling interest,
as well as associated companies.

'000 EUR 30 June 2017 31 Dec 2016
Subsidiaries Other Subsidiaries Other
and  Key mana- related and  Key mana- related
associates gement parties associates gement parties
Loans and
receivables due 138,045 434 14,821 128,749 433 17,086

from customers

Current accounts

and deposits due to 25,021 19,991 62,968 28,072 21,289 59,723

customers

Issued debt : 307 : 176 307 :

securities

Commitments and

guarantees 6,037 827 148 4,350 873 130
30 June 2017 30 June 2016

Interest income 2,985 6 405 2,895 6 453

Interest expense - 535 555 - 572 493

Total remuneration included in General administeaixpenses (Note 13):

Six months ended 30 June

2017 2017 2016 2016
'000 EUR '000 EUR '000 EUR '000 EUR
Group Bank Group Bank
Members of the Council 272 254 106 88
Members of the Board of
Directors 2,844 2,644 988 740
3,116 2,898 1,094 828
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36 Fair value of financial instruments

(@) Financial instruments measured at fair value

The table below analyses financial instruments oneakat fair value at the end of the reporting
period, by the level in the fair value hierarchtoimhich the fair value measurement is categorised.

The Group

30 June 2017 Level (1) Level(2) Level (3) Total
Financial assets

Available for sale assets 369,011 12,832 5,784 387,627
Financial assets at fair value through profit @slo 14,817 737 76 15,630
Financial liabilities

Financial liabilities at fair value through profit loss - 144 - 144
31 Dec 2016 Level (1) Level(2) Level (3) Total
Financial assets

Available for sale assets 461,646 - 5,938 467,584
Financial assets at fair value through profit @slo 15,719 1,124 209 17,052
Financial liabilities

Financial liabilitiesat fair value through profit ss - 442 - 442
The Bank

30 June 2017 Level (1) Level(2) Level (3) Total
Financial assets

Available for sale assets 383,005 12,832 32,429 428,266
Financial assets at fair value through profit @slo - 737 76 813
Financial liabilities

Financial liabilities at fair value through profit loss - 144 - 144
31 Dec 2016 Level (1) Level(2) Level (3) Total

Financial assets

Available for sale assets 476,737 - 34,241 510,978
Financial assets at fair value through profit @slo - 1,124 209 1,333
Financial liabilities

Financial liabilities at fair value through profit loss - 442 - 442

The following table shows the valuation techniqussd in measuring Level 2 fair values:

Type Valuation technique

Financial assets and Market comparison technique: The fair values asetan broker quotes. Similar
liabilities at fair value contracts are traded in an active market and tbhé&egueflect the actual

through profit or loss  transactions in similar instruments.

Under Level 3 of fair value hierarchy were clagsifunits of RB Opportunity fund and certain shares,
the fair value of which is measured based on estidntair value of underlying assets.
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36 Fair value of financial instruments, continued
(b) Financial instruments not measured at fair value

The table below analyses the fair values of finanicistruments not measured at fair value, by the
level in the fair value hierarchy into which eaelir fvalue measurement is categorised.

The Group
Total
Total fair carrying
30 June 2017 Level 1 Level 2 Level 3 values amount

‘000 EUR  '000 EUR '000 EUR '000 EUR ‘000 EUR

Financial assets

Cash and balances with central banks - - 776,570 776,570 776,570
Loans and receivables from banks - - 530,339 530,339 530,339
Loans and receivables from

customers - - 974,081 974,081 974,081
Reverse repo - - 85,572 85,572 85,572
Held-to-maturity instruments 296,330 - - 296,330 295,972
Other financial assets - - 20,258 20,258 20,258
Financial liabilities

Due to Bank of Latvia - - 120,000 120,000 120,000
Deposits and balances due to banks - - 30,146 30,146 30,146
Deposits and balances due to

customers - - 2,509,837 2,509,837 2,509,837
Issued debt securities 55,037 55,037 55,037
Other financial liabilities - - 1,217 1,217 1,217

31 December 2016
Financial assets

Cash and balances with central banks - - 836,961 836,961 836,961
Loans and receivables from banks - - 522,424 522,424 522,424
Loans and receivables from - - 1,044,920 1,044,920 1,044,920
customers

Reverse repo - - 93,435 93,435 93,435
Held-to-maturity instruments 319,773 - - 319,773 319,574
Other financial assets - - 9,837 9,837 9,837
Financial liabilities

Due to Bank of Latvia - - 120,000 120,000 120,000
Deposits and balances due to banks - - 34,096 34,096 34,096
Deposits and balances due to - - 2,742,726 2,742,726 2,742,726
customers

Issued debt securities - - 57,809 57,809 57,809
Other financial liabilities - - 937 937 937

The fair value of financial assets and liabilitraeasured at amortized cost, except for held to nyatu
investments, is measured using discounted cashsfl@iscounting rate is derived from market
interest rate adjusted for risk related to indigdimstruments. Held to maturity investments faitue

is measured based on individual market price.
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36 Fair value of financial instruments, continued
The Bank
Total
Total fair carrying
30 June 2017 Level 1 Level 2 Level 3 values amount
‘000 EUR '000 EUR '0O00 EUR '000 EUR ‘000 EUR
Financial assets
Cash and balances with central banks - - 776,516 776,516 776,516
Loans and receivables from banks - - 529,774 529,774 529,774
Loans and receivables from
customers - - 1,047,958 1,047,958 1,047,958
Reverse repo 85,572 85,572 85,572
Held-to-maturity instruments 296,428 - - 296,428 293,030
Other financial assets - - 13,984 13,984 13,984
Financial liabilities
Deposits and balances due to banks - - 29,903 29,903 29,903
Due to Bank of Latvia - - 120,000 120,000 120,000
Deposits and balances due to
customers - - 2,530,871 2,530,871 2,530,871
Issued debt securities - - 55,104 55,104 55,104
Other financial liabilities - - 1,182 1,182 1,182
31 December 2016
Financial assets
Cash and balances with the central
banks - - 836,920 836,920 836,920
Loans and receivables due from
banks - - 521,721 521,721 521,721
Loans and receivables due from
customers - - 1,116,873 1,116,873 1,116,873
Reverse repo 93,435 93,435 93,435
Held-to-maturity instruments 319,227 - - 319,227 315,848
Other financial assets - - 7,061 7,061 7,061
Financial liabilities
Due to Bank of Latvia 120,000 120,000 120,000
Deposits and balances due to banks - - 33,957 33,957 33,957
Deposits and balances due to
customers - - 2,767,739 2,767,739 2,767,739
Issued debt securities - - 57,985 57,985 57,985
Other financial liabilities - - 882 882 882
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37 Operating segments

The Group has four reportable segments, as deddoidew, which are the Group's strategic business
units. The strategic business units offer differprdducts and services, and are managed separately
based on the Group’s management and internal regatructure.

For each of the strategic business units, the Gropper level management reviews internal
management reports on at least monthly basis.

The following summary describes the operationsairtheof the Group's reportable segments:

Lending & Includes commercial loans to customers, trade Gieaprivate mortgages
Investment and other financing products and investments.

Customer services Includes general banking operations, customer pasnecredit card
transactions and other transactions with all custsm

Financial markets & Includes customer asset management products suébhnds as well as
Treasury customer securities brokerage, customer repurdiveesecing and includes
funding of the bank’s activities though customerpaits, liquidity
management, foreign exchange, issues of debt sesuinvesting in liquid
assets such as short term placements and corparategovernment

securities.
Investments and Includes business activities of Group subsidiasied non-banking income
non-banking including real estate rental and leasing businesses

segments

Information regarding the results of each repogabbgment is included below. Performance is
measured based on segment profit before incomesacluded in the internal management reports
that are reviewed by the Group upper level managent®egment profit is used to measure
performance as management believes that such iafiammis the most relevant in evaluating the
results of certain segments relative to other iestthat operate within these industries. Intemsag
pricing is based on resources cost compensatitzylaaon based on management’'s assessment of the
level of risk.
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37 Operating segments, continued

The following table shows the operating segmenicstire of gross revenue of the Group for six
months period ended at 30 June 2017 and finanaséta and liabilities of the Group as at
30 June 2017:

Investment
Financial and non-
000 EUR Lending & Customer  markets & banking
External revenue investment services Treasury segments Total
Net interest income 32,182 185 1,970 - 34,337
Net fee and commission income - 14,587 2,476 ©) 17,056
Net gain on financial instruments at
fair value through profit or loss - - 509 - 509
Net foreign exchange income - 1,583 8,259 - 9,842
Net realised gain on available-for-sale
assets - - 21 - 21
Share of profit of equity accounted
investees (net of income tax) - - - (1) (1)
Other income/(expense) 1,586 (486) (453) 6,359 7,006
Inter segment revenue (9,908) 4,220 5,688 - -
Total segment revenue 23,860 20,089 18,470 6,351 68,770
Impairment losses (1,875) (25) - (262) (2,162)
Reportable segment profit before
income tax 11,327 6,159 10,677 (17,336) 10,825
Reportable segment assets 935,819 116,915 2,103,298 146 3,156,178
- 1,946,164 768,147 - 2,714,311

Reportable segment liabilities

58



Rietumu Banka AS
Condensed I nterim Bank Separate and Group Consolidated Financial Statements
for the six month period ended 30 June 2017

37 Operating segments, continued

The following table shows the operating segmenicttire of gross revenue of the Group for six
months period ended at 30 June 2016 and finandséts and liabilities of the Group as at
31 December 2016:

Investment
Financial and non-
000 EUR Lending & Customer  markets & banking
External revenue investment services Treasury segments Total
Net interest income 32,708 134 (619) 6,791 39,014
Net fee and commission income (68) 18,384 1,935 48 20,299
Net gain on financial instruments at
fair value through profit or loss - - 15 1,117 1,132
Net foreign exchange income - 1,952 8,798 234 10,984
Net realised gain on available-for-sale
assets - 30,959 178 - 31,137
Share of loss of equity accounted
investees (net of income tax) - - - (12) (12)
Other income/(expense) 364 (20) 103 3,426 3,873
Inter segment revenue (15,372) 4,083 11,289 - -
Total segment revenue 17,632 55,492 21,699 11,604 106,427
Impairment losses (14,322) - - (186) (14,508)
Reportable segment profit before
income tax (2,422) 43,915 17,923 (3,354) 56,062
Reportable segment assets 870,910 68,266 2,295,991 158,214 3,393,381
Reportable segment liabilities - 2,226,148 725,799 3,126 2,955,073
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37 Operating segments, continued

Operating income
Total revenue for reportable segments
Consolidated operating income

Profit before income tax
Total profit or loss for reportable segments
Consolidated profit before income tax

Assets

Total assets for reportable segments
Other unallocated amounts
Consolidated total amounts

Liabilities

Total liabilities for reportable segments
Other unallocated amounts
Consolidated total amounts

Other unallocated amounts to assets: Propertyegogpment, Intangible assets, Non-current assets
held for sale, Current tax asset, Deferred taxtams® Other assets (excluding collateral assumed on

non -performing loans).

Other unallocated amounts to liabilities:

liabilities.

30 June 2017

30 June 2016
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'000 EUR '000 EUR
68,770 106,42
68,770 106,427
10,825 56,062
10,825 56,062
30 June 2017 31 Dec 2016
'000 EUR '000 EUR
3,156,178 338¢%
85,338 80,209
3,241,516 3,473,590
2,714,311 2,955,073
47,060 24,643
2,761,371 2,979,716

Curreax liability, Deferred tax liability and Other
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38 Interest in other entities
Non-controlling interest in subsidiaries

The following table summarises the information tiaato each of the Group's subsidiaries that has
material non-controlling interests (NCI), before/amtra-group eliminations as at 30 June 2017fier t
period of 6 months ended 30 June 2017:

RAM Fund-
Fixed
InCredit RAM Fund- income
Group Fl High Yield Investment Other  Total
'000 EUR Ltd USD grade USD subsidiaries
Percentage of Non-controlling
interest 49.00% 41.11% 52.52%
Financial instruments at fair value
through profit or loss - 5,329 9,203
Loans and advances due from
customers 37,178 - -
Loans and receivables due from banks - 2,665 518
Other assets 836 - -
Deposits and balances due to financial
institutions (29,017) - -
Current accounts and deposits due to
customers (2,214) - -
Other liabilities (3,042) (8) 9)
Net assets 3,741 7,986 9,712
Carrying amount of Non-
controlling interest 1,833 3,283 5,101 892 11,109
Revenue 4,290 239 303
Profit after tax 1,420 198 (403)
Total comprehensive income 1,420 198 (403)
Profit/(loss) allocated to Non-
controlling interest 696 81 (212) (108) 457
Cash flows from operating activities 1,397 738 1,115
Cash flows from investment activities 22 - -
Cash flows from financing activities,
before dividends to NCI 2,420 356 (2,265)
Cash flows from financing activities -
cash dividends to NCI (20) 356 (2,265)
Net increase (decrease) in cash and
cash equivalents 1,399 1,094 (1,150)
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The following table summarises the information tiaato each of the Group's subsidiaries that has
material non-controlling interests (NCI), beforeyantra-group eliminations as at 31 December 2016
and for the period of six months ended 30 June 2016

62

RAM
Fund-
Fixed RAM Fund-
income Fixed income
000 EUR InCredit  High Yield Investment Other Total
As at 31 December 2016 Group Ltd usD grade USD  subsidiaries
Percentage of Non-controlling
interest 49.00% 32.64% 65.63%
Financial instruments at fair value
through profit or loss - 4,727 10,673
Loans and advances due from
customers 35,045 - -
Loans and receivables due from
banks - 3,226 1,724
Other assets 936 - -
Deposits and balances due to
financial institutions (27,011) - -
Current accounts and deposits
due to customers (1,726) - -
Other liabilities (2,522) a7) (16)
Net assets 4,722 7,936 12,381
Carrying amount of Non-
controlling interest 1,824 2,590 8,126 1,689 14,229
As at 30 June 2016
Revenue 3,778 556 511
Profit after tax 655 347 167
Total comprehensive income 655 347 167
Profit/(loss) allocated to Non-
controlling interest 321 125 105 (68) 483
Cash flows from operating
activities 501 153 1,038
Cash flows from investment
activities (28) - -
Cash flows from financing
activities, before dividends to
NCI 1,303 (681) (566)
Cash flows from financing
activities - cash dividends to NCI (397) (681) (566)
Net increase (decrease) in cash
and cash equivalents 76 (528) 472
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38 Interest in other entities, continued

The Group is holding units of investment fundsidrich it acts as asset management company, i.e.
has power over individual investment decisionsiire Iwith investment strategy published in the
prospectus. The Group is obtaining fixed fee fareasnanagement and custodian services. As at 30
June 2017 and 31 December 2016, the Group evaltizédt has control over the investment funds
and the funds are consolidated. Units of the fiardsraded on regular basis, and for the periogéend
on 30June 2017 the trades resulted in net decregasson-controlling interest amounting to
EUR 2,890 thousands (2016: decrease EUR 546 thdsjsan

39 Change in financial risk sensitivity

An analysis of sensitivity of the Bank’s and theo@'s net income and other comprehensive income

for the period to changes in the foreign currerxghange rates based on positions existing as at 30
June 2017 and as at 31 December 2016 and a scehark$ change in USD to EUR exchange rates,

while the other variable remain constant, is a®Ws:

Group 30 June 2017 31 Dec 2016

'000 EUR Other Other
Profit for ~ comprehensive Profit for the  comprehensive
the period income period income

5% appreciation of USD against EUR (222) 301 (501) 254

5% depreciation of USD against EUR 222 (301) 501 (254)

Bank 30 June 2017 31 Dec 2016

'000 EUR Other Other
Profit for ~ comprehensive Profit for the  comprehensive
the period income period income

5% appreciation of USD against EUR (190) 976 (89) 999

5% depreciation of USD against EUR 190 (976) 89 (999)

An analysis of sensitivity of the Bank’s and theo@p’s net income for the year and equity to changes
in securities prices based on positions existingte80 June 2017 and as at 31 December 2016 and a
scenario of a 5% change in all securities pricesilesmthe other variables remain constant, is as
follows:

Group 30 June 2017 31 Dec 2016
'000 EUR Other Other
Profit forthe ~ comprehensive Profit for the  comprehensive
period income period income
5% increase in securities prices 724 19,381 759 23,379
5% decrease in securities prices (724) (19,381) (759) (23,379)
Bank 30 June 2017 31 Dec 2016
'000 EUR Other Other
Profit forthe ~ comprehensive Profit for the  comprehensive
period income period income
5% increase in securities prices 9 21,413 10 25,549
5% decrease in securities prices 9) (21,413) (10) (25,549)
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The disposal of the subsidiaries in 2017 had theviing effect on the Group's assets and liab#ita

the date of disposal:
‘000 EUR

Assets
Loans and advances due from banks

Loans and receivables due from customers
Property and equipment

Intangible assets

Current tax asset

Other assets

Liabilities

Other liabilities
Net identifiable assets and liabilities

Attributable to equity holders of the Bank
Consideration received

64

Rietumu
Rietumu Transpor
IT tand
Miera  services Logistics
30C Ltd Ltd Ltd Total
- 691 3 694
24 - - 24
- 305 - 305
- 835 - 835
1 - - 1
- 72 - 72
: (90) : (90)
25 1,813 3 1,841
25 1,813 3 1,841
25 300 328



